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LEGAL SERVICES CORPORATION 

WEDNESDAY, SEPTEMBER 29, 1999 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON COMMERCIAL 

AND ADMINISTRATIVE LAW, 
COMMITTEE ON THE JUDICIARY, 

Washington, DC. 
The subcommittee met, pursuant to notice, at 2 p.m. in room 

2237,  Raybum House  Office Building,  Hon.  George W.  Gekas 
[chairman of the subcommittee] presidi^. 

Present: Representatives George W. Gekas, Steve Chabot, Mary 
Bono, David Vitter, Jerrold Nadler, Tammy Baldwin, Melvin L. 
Watt, and William D. Delahunt. 

Staff present Raymond V. Smietanka, Subcommittee Chief Coun- 
sel; Susan Jensen-Conklin, Subcommittee Coimsel; James W. 
Harper, Counsel; Sarah Zaffina, Subcommittee Staff Assistant; 
Daniel Freeman, Full Committee Counsel and Parliamentarian; 
and David Lachmann, Minority Professional Staff Member. 

OPENING STATEMENT OF CHAIRMAN GEKAS 
Mr. GEKAS. The hour of 2 o'clock having arrived, the committee 

will come to order. 
By reason of the existence of the Rtiles of the House, we cannot 

proceed with the hearing until a hearing quorum is present. Two 
members constitutes the necessary quorum. Only the Chair is 
present at the moment. At the very least, we have kept faith with 
our theme of opening every committee meeting and every hearing, 
thus far, on time. 

Let the record reflect that we started it on time. We will recess 
until the appearance of another member. 

[Recess.] 
Mr. GEKAS. The committee will come to order. We note the pres- 

ence of the gentleman from Massachusetts, Mr. Delahunt, who, 
along with the chairman, constitutes a hearing quorum. We will 
now be able to proceed. 

Some of you will recall when the Legal Services appropriation 
came to the floor last sununer, there was a controversy about 
whether or not some of the funding should be restored. The ques- 
tion that ran through many of those intent on not supporting an 
increase in funds was the rampant story of over-counting of cases 
reported by the Legal Services Corporation. 

in the face of that, you will also recall, I supported the interim 
refunding of the Legal Services Corporation based on my assertion 

(1) 



at that juncture that in due time our subcommittee would consider 
and act upon a hearing to delve into those very same allegations. 

I characterized them as allegations, and then said that those al- 
legations deserve a hearing. That's why we aire here today. 

I have an open mind as to the nature, substance, quantity, and 
quality of the alleged abuses, and I will maintain that open mind 
throughout. But I must say that the documentation of what we fear 
is rather strong and it occupies a great part of our task in ap- 
proaching this problem. 

So when the witnesses relate their portions of this, keep in mind 
that this has to do with the future of the Legal Services Corpora- 
tion. It's not over-dramatic, not melodramatic, but factual that con- 
fidence in the Legal Services Corporation depends on whether or 
not the Members of Congress can have confidence in the sub-parts 
of the Legal Services Corporation—^what they do, how they do it, 
what they spend their money for, what accounting procedures they 
use, and how they account, generally, to the public and to Con- 
gress. 

[The prepared statement of Mr. Crekas follows:] 

PREPARED STATEMENT OF HON. GEORGE W. GEKAS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA, AND CHAIRMAN. SUBCOMMITTEE ON COMMER- 
CIAL AND ADMINISTRATIVE LAW 

Last August, when we were on the floor debating the level of appropriations for 
the Legal Services Corporation, I very reluctantly supported an amendment offered 
to reinstate some of its funding. The reason for my extreme reluctance was that— 
even though I have always supported the right of the poor to have access to the 
court systems of ovir country—I believed and continue to believe that there are cer- 
tain abuses, alleged or actual or real, within the Legal Services Corporation and its 
grantees that cry out for reform. One of these areas was the need to make Legal 
Services more accountable. 

Indeed, the Appropriations Committee in its report excoriated Legal Services on 
that very issue. In particular, it cited serious concerns about Legal Service's case 
service reporting statistics and related data reports. 

Nevertheless, as I said last August, we should consider the matters cited by the 
Appropriations Committee as allegations constituting an "indictment" against the 
Legal Services Corporation. I also said that we should, as fact-finders, proceed with 
hearings to examine them and to make sure that this never occurs again. 

Today's hearing is the manifestation of my promise. It also signals the beginning 
of an extensive analysis that we will undertake with respect to this problem and 
others that have surifaced. It is my hope that as we determine the truth of these 
allegations today and in further hearings, we will prepare a comprehensive record 
that can be presented to the Appropriations Committee in time for the next funding 
cycle. 

I must say, however, that at even at this early stage in the process, the reports 
by GAO and other entities strongly call into question the credibility of Legal Serv- 
ices Corporation. If we cannot rely on their case statistics, what can we believe? 

Hopefully, well get to the truth of some of these allegations with the assistance 
of our esteemed witnesses today. 

Mr. GEKAS. We are now waiting the return to the bench of the 
gentleman from Massachusetts. In the meantime 111 sing a song. 
[Laughter.] 

The gentleman from Louisiana, Mr. Vitter, has joined us. 
Does he have an opening statement? 
Mr. VITTER. I do not at this time. Thank you, Mr. Chairman. 
Mr. GEKAS. We're grateful for that. 
And Mr. Delahunt has no opening statement. We can proceed 

with the hearing as contemplated. 



The first witness is Mr. Quatrevaux, who has served as inspector 
general for the Legal Services Corporation since 1991. In that ca- 
pacity, he is responsible for ensuring that the Corporation complies 
with its accountability and integrity requirements pursuant to the 
Inspector General Act. 

IVior to that appointment, Mr. Quatrevaux served in the United 
States Army from 1967 or 1987, where he was a company com- 
mander in the Vietnam War. He retired from active duty as a lieu- 
tenant colonel, later held various positions with the Department of 
Defense. 

Mr. Quatrevaux received a BA in economics from Louisiana State 
University in 1969 and an MBA from Tulane University in 1975. 

At the witness table with him is Dr. Laurie Ekstrand, the direc- 
tor of the administration of justice issues division at the General 
Accounting Office. She has been with GAO for 16 years, during 
which time she has served as an associate director of Federal work 
force issues, chief social scientist for the general government divi- 
sion, and as assistant director for the health, education, and 
human services division. She also spent a year in 1997 at the 
World Bank as a senior evaluation officer. 

Dr. Ekstrand received her MS and Ph.D. degrees from Florida 
State University and completed her undergraduate work at the 
University of Maryland. 

In addition to her work at GAO, Dr. Ekstrand is an adjunct asso- 
ciate professor at the American University School of Public Affairs. 

Dr. Ekstr£ind is accompanied by Dr. Evi Rezmovic, who is an as- 
sistant director with GAO's administration of justice division. She 
is a methodologist who has conducted studies for the GAO eind the 
private sector for 20 years. 

Dr. Rezmovic received her Ph.D. from Northwestern University. 
Also accompanying Dr. Ekstrand is Jan Montgomery, who is the 

assistant general counsel for GAO's administration of justice divi- 
sion. 

Ms. Montgomery received her law degree from Georgetown Uni- 
versity Law Center in 1986. 

Let the record indicate that the lady from Wisconsin, a member 
of our committee, is also present, and so we have more than an es- 
tabUshed quorum for the purposes of a hearing. 

We also want to aimounce that we have another pending matter, 
because this hearing is scheduled simultaneously with a markup of 
the Regulatory Fair Warning Act of 1999. So now, because we have 
a working quorum, four vibrant bodies of the committee being 
present, we will recess the hearing on the Legal Services Corpora- 
tion and move into the markup session on the Regulatory Fair 
Warning Act of 1999, which 1 now call up. 

[Whereupon, the subcommittee proceeded to other business.] 
Mr. GEKAS. We recognize Mr. Quatrevaux. 
We normally allot 5 minutes for the individuals within which to 

testily, with the imderstanding that their written statements, of 
course, will become a part of the record. In both your cases, Mr. 
Quatrevaux and Dr. Ekstrand, we wiU bend a Uttle bit if you need 
extra time. 

Mr. Quatrevaux? 
Mr. NADLER. Will we have opening statements on this? 



Mr. GEKAS. Yes. Yes, we are interrupted again. The gentleman 
from New York wishes to provide an 0]}ening statement, and he is 
accorded 5 minutes for that purpose. 

Mr. NADLER. Yes. First of all, before my 5 minutes, I ask unani- 
mous consent to admit into the record an opening statement on be- 
half of Mr. Conyers. 

Mr. GEKAS. Without objection. 
Mr. NADLER. Thank you. 
[The prepared statement of Mr. Conyers follows:] 

PREPARED STATEMENT OF HON. JOHN CONYERS, JR., A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 

It's a sad statement on the so-called "Republican Revolution" that one of its prin- 
cipal victims has been the Legal Services Corporation. 

It's difficult to conceive of a concept that is more universal to the American people 
than "equal justice." For maiw years, there was a bipartisan consensus that we 
should use a modest amount of Federal funds to provide legal representation for the 
very poorest among us, while at the same time leveraging and encouraging in- 
creased participation by the private bar. 

Yet this Republican Congress has waged an all out assault on legal services. The 
budget has been cut repeatedly and, just a few years ago, the Republican baletnced 
budget bUl proposed completely ehmmating the program by 1998. On top of these 
cuts, they have piled on a series of burdensome and non-sensical restrictions on the 
authority of legal services to represent the poor. Even more disturbingly, many of 
the changes we have seen were adopted at the specific behest of special interests 
who are subject to suit abusing the rights of the poor. 

The results of these RepubUcan "reforms" have been devastating. Some 100 offices 
have been closed, 5,850 professionals have been let go, and most importantly, tens 
of thousands of the most vulnerable people in our country have had their legal 
rights trampled. 

In some cases, the ramifications of the Republican changes have been fatal. For 
example, MarieUa Batista, a 28-year-old Cuban immigrant, was murdered by her es- 
trsmged husband in California—just a week before a local legal services office was 
forced to reject her desperate pleas for help in getting a protective offer to keep him 
away. The legal services office was barred from representing immigriuits who are 
now lawful permanent residents. But Ms. Batista was in the country on a "protected 
parole" status and was in the process of obtaining her permanent resident status. 

In the past five years, we have held numerous hearings on legal services, and all 
of the hearings have focused upon ways in which we can cut and eliminate legal 
services instead of ways in which its usefulness and effectiveness can be broadened 
and enhanced. Insteaa of allowing local services providers to make decisions about 
the best ways of helping the poor, this Congress has decided that the should micro- 
manage the process from Wasnington. 

Our coimtry was founded upon the principal of equal justice for all. The Legal 
Services Corporation is the best means we have of turning this promise into a re- 
ality—why don't we try letting the LSC do its job? Thank you, Mr. Chairman. 

Mr. NADLER. Thank you, Mr. Chairman. 
Today we review the activities of the Legal Services Corporation, 

which was established by Congress in 1974 to provide legal assist- 
ance to Americans too poor to afford competent legal aid in many 
types of civil matters. 

The right to counsel in our society is, without question, invalu- 
able. The laws which govern everyday activities are often complex, 
and citizens require expert professional assistance, if only to assure 
compliance with the law. 

In fact, today we are marking up the Regulatory Fair Warning 
Act, which recognizes that sometimes individuals and small busi- 
nesses get trapped in the maze of legal requirements and proce- 
dures. 

The Legal Services Corporation, however, has committed the 
unpardonable political sin of defending the poor and powerless 



against people with access to PACs, who can make large campaign 
contributions. Given that reality and the institutionalized corrup- 
tion of our current campaign finance laws, it is a wonder that the 
corporation's antagonists have failed to eliminate it entirely. 

Their failure to do so says something, I hope, that is positive 
about our Grovemment and our Nation. 

How important is the Legal Services Corporation? Well, I would 
refer the members of the subcommittee back to a hearing that this 
subcommittee held in the last Congress on the Federal Agency 
Compliance Act, at which one of today's witnesses, Mr. John Pick- 
ering, testified. During that hearing, which dealt with the predica- 
ment of individuals who could not get Federal agencies to obey the 
law of the circuit and who lost millions in Social Security benefits 
as a consequence, we learned fi-om the lawyer who successfully 
sued the Social Security Administration in the Hyatt case that that 
case had been brought as a class action suit with the assistance of 
legal service grantees—at a time when that was still legal, so no 
one should get excited. 

I want to read what the lawyer in the Hyatt case, who was a wit- 
ness for the majority, said at that time about that. He said, "The 
Hyatt case was handled by way of a collaborative effort between 
my firm, Robinson, Bradshaw, & Hinson, which is basically a cor- 
porate law firm, and the local Legal Services office. I know there's 
a lot of controversy about Legal Services. In my personal experi- 
ence, I found that collaboration extremely effective, £md I think it 
would have been very, very difficidt to obtain the results we did in 
Hyatt." 

I would remind people the results in Hyatt were to overturn the 
Social Security Administration's defiance of the law of the circuit 
in withholding Social Security checks fi-om people who should get 
them. 

To continue his quote, "It would have been very, very difiicult to 
obtain the results we did in Hyatt without the sort of joint effort 
that the case involved." 

That collaboration would not be possible today because of restric- 
tions enacted by Congress and followed by the Legal Services Cor- 
poration. I do not think we have served the poor and the elderly 
by cutting off that kind of resource by saying that LSC cannot 
bring class action suits when indicated so that they cannot have 
their rights vindicated. 

Some will even argue that we should further limit LSC's ability 
to do for their poor clients what every attorney does for paying cli- 
ents, including Members of Congress who can get their rich 
friends—or the Administration—who can get their rich friends, to 
help with their legal bills when they get in trouble. 

I also look forward to an intelligent discussion of the statistics 
controversy. With the independent General Accounting Office, the 
inspector general, the President of Legal Services Corporation, and 
some professional critics of legal services for the poor, we should 
be able to have a balanced discussion of this issue today, or at least 
I hope so. 

Thank you, Mr. Chairman. I yield back. 
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Mr. GEKAS. The gentleman receives our thanks for his opening 
statement. We will now recess the hearing on Legal Services and 
we call the committee to order to complete the Fair Warning Act. 

[Whereupon, the subcommittee proceeded to other business.] 
Mr. GEKAS. We have completed the work on the markup and we 

can now proceed with relaxed nerves, I trust, to the question at 
hand. 

We again recognize Mr. Quatrevaux. 

STATEMENT OF EDOUARD R, QUATREVAUX, INSPECTOR 
GENERAL, LEGAL SERVICES CORPORATION 

Mr. QUATREVAUX. Thank you, Mr. Chairman, members of the 
subcommittee, for the opportunity to report today on our audits of 
grantee case statistical reports. 

The Inspector Greneral Act of 1978 created offices of inspector 
general or OIGs at 12 Cabinet agencies. It gave IGs independent 
authorities for things such as personnel, procurement, and budget. 
It also gave independent control over audits and investigations, as 
well as independent reporting to Congress and the agency head. 

President Reagan embraced the concept, and imder his leader- 
ship the number of OIGs increased to 57. In fiscal year 1998, OIG 
activities recovered $1.4 billion through investigations, questioned 
costs of $3.5 billion, and identified $16 billion in funds that could 
be put to better use. 

The LSC OIG has the same missions as all OIGs—preventing 
and detecting fraud and abuse and promoting efficiency and effec- 
tiveness in agency operations. 

The 1996 appropriation added overseeing the checking of compli- 
tmce with restrictions through annual grantee audits conducted by 
public accounting firms. 

The OIG at LSC has 14 staff, including five auditors, to oversee 
LSC and its 257 grantees. 

I am especially glad to be here today because a recent article 
suggested that the OIG failed to report as required by the IG Act 
and implied that it was an attempt to affect the appropriation last 
summer. 

The facts prove that this cannot be true, but, since testimony 
today will repeat it, 111 briefly address this before reviewing the 
audits. 

Let me say at the outset that Congress needs accurate, reliable 
information, much better and more comprehensive information 
than it gets now. 

Congress needs to be able to judge the return on its investment 
of taxpayer dollars in the Federal legal services program. 

LSC management also needs comprehensive performance infor- 
mation, and its current information is incomplete. 

Five GAO audits in 25 years found that LSC lacks sufficient in- 
formation to evaluate the cost effectiveness of grantee performance. 
The finding is still valid and my primary reason for starting these 
audits. 

Before reviewing the timing of the audits, I need to make a tech- 
nical point. Chart 1 shows that open cases are not work load. Our 
audits covered both open and closed cases, and some accounts mis- 
takenly lumped them together. Cases open on December 31st of 



year one are usually closed in year two. If we count open cases in 
year one, we would double count them the next year when they 
were closed; therefore, open cases are not relevant to the discussion 
of case load levels as a basis of funding. 

Now, open cases are important for different reason. If a case 
management system has significant errors, then it raises questions 
about the quality of case management, but open cases have nothing 
to do with appropriations. 

Chart 2 depicts the process in the Comptroller General's govern- 
ment auditing standards, also known as the "Yellow Book." The IG 
Act requires OIGs to comply with these standards. 

There are three phases: planning, field work, and reporting. Re- 
porting is the longest, by far, of these phases because that's where 
quality control procedures take place. At best, this reporting phase 
takes 3 months, normally much longer. And an auditor should not 
report any results before this process is finished. 

There is am exception in the "Yellow Book" for illegal acts, and 
I would add to that public safety and national security. But the 
"LSC Fact Book" doesn't rise to that level. It's not required by law 
and, in fact, was not even submitted to the Congress for the 5 
years prior to 1997. 

Here are the facts: 
At northern Virginia—Chart 3—^we found 559 excess closed 

cases, or 13 percent of the total reported. Our auditors were on site 
April 20 to May 28. This first audit covered not just case statistics, 
but also timekeeping. When we finished this audit, we eliminated 
the timekeeping portion so that we could focus on case statistics. 

Then, at Gulf Coast and Wisconsin, audits foimd 2,015 and 377 
closed cases, excess closed cases. Our auditors left Wisconsin on 
Friday, July 31st. On the following Monday and Tuesday the House 
debated and passed the amendment increasing LSC funding. 

Even if we had skipped mandatory quality control procedures, we 
couldn't have reported much. Preliminary results were that three 
of 260 grantees may have overstated closed cases by 2,800 out of 
1.4 million. That's two-tenths of 1 percent. Reporting then would 
have been wrong and would have risked OIG's professional reputa- 
tion. 

Now, these facts disprove the suggestion that the OIG delayed 
reportiikg to Congress. The suggestion offends common sense as 
weU. "These audits were entirely discretionary. We could have au- 
dited petty cash. And if the OIG didn't like the results, we could 
have stopped after the first audit. 

Better yet, if OIG did not want to report such results, why did 
it begin tixeae audits? There's no answer because the suggestion is 
ridiculous. 

The OIG is proud of its work on case statistics audits. Our risk 
assessment identified the problem. Our audits documented details 
and prompted management action. Our audits were the basis for 
GAO^ work, and our audits of the 1998 statistics produced more 
valuable information. 

Whole all these audits were underway, OIG audit staff reviewed 
468 grantee audit reports, managed 60 on-site reviews of the com- 
pUance checks by puoUc accounting firms, and also contracted for 
and supervised the LSC annual financial audit. 
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I think the OIG audit staff deserves praise for its accomplish- 
ments, without which we would not even be here today. 

Now, here's what the audits showed. 
Chart 4 depicts the types of errors found in the first round of au- 

dits conducted in 1998. Two grantees, San Diego and Miami, were 
responsible for 91 percent of the overstated closed cases. San Diego 
reported 14,000 telephone calls where legal assistance was not pro- 
vided. Miami reported another 15,000 such cases. 

I want to pause to make clear that these errors should not dimin- 
ish the value of telephone help Unes in general. An OIG report in 
1996 estimated that the number of people served could be quin- 
tupled through help lines, internet delivery of legal services, and 
Legal Services kiosks. 

By next spring, domestic abuse victims in Orange Coimty, Cali- 
fornia, will be able to file temporary restraining orders electroni- 
cally directly from shelters. 

These new technology-driven deUvery vehicles are highly produc- 
tive, and it is my hope that all LSC grantees will decide to adopt 
them. 

Returning to the audits, the next-largest error we found were 
4,700 cases not funded by LSC and which should not have been re- 
ported. The audits also found clerical errors in data entry to LSC, 
just luider 2,000 cases that should have been closed in prior years, 
£md about 1,000 duplicate cases. 

There were a total of 41,000 excess closed cases among the 
86,000 reported by these six grantees. 

Let me turn now to our audits of the 1998 case statistical re- 
ports. 

We issued four final reports plus two draft reports. The chart 
shows a range of numbers for North Texas because we do not yet 
have the grantee's comments. 

Our auditors found no material errors at Boston, so the number 
will not change, regardless of the grantee's conunents. 

These results show a continued problem, although there htis been 
improvement. In the first two audits, a single error accounted for 
most of the overstatement. 

Monroe County partially fiinded a centralized intake operation 
and erroneously reported cases based on an allocation of fiinding. 

In Philadelphia, a new director faUed to delete rejected cases be- 
fore printing a siunmary report fiY)m the case management system. 

However, at Maryland the results shown are limited to the Balti- 
more office, because auditors were denied access to the information 
needed. They still foimd about 2,700 excess closed cases. 

In Eastern Missouri, auditors estimated about 5,500 excess 
closed cases. 

And, as stated earlier, at North Texas the number of excess cases 
is somewhere between zero and 3,964. 

At Boston, again, auditors found that the report was accurate. 
Overall, the largest source of errors was untimely closing. The 

1998 audits found a new type of error—no cUent name. If there is 
no name, the case is unsupported and cannot be reported. There 
were about 17,000 excess closed cases out of 58,000 reported by 
these six grantees. 



9 

Before moving to conclusions and recommendations, I want to 
note that the audits found no indication of fraud, and also that the 
House Appropriations Committee has requested the OIG to assess 
the grantees' 1999 case data by July of 2000, and we plan a variety 
of actions to develop supporting information. 

All but one audit concluded that grantees need better manage- 
ment controls and that grantee managers need to oversee prepara- 
tion of these reports. 

I think there are numerous catises for the deficiencies. Before 
1998, LSC management did not emphasize these reports. Before 
1998, LSC did not adequately anal3rze data. Before 1998, some 
guidance needed clarification. LSC management has taken these 
corrective actions, but they need to be maintained. 

Also, grantee managers think that the current reports don't per- 
mit a full expression of the services they provide, and they're right. 
LSC management is attempting to design a broader, more com- 
prehensive performance measurement system using the Results 
Act process. 

However, to evaluate cost effectiveness, LSC must collect infor- 
mation on all services provided by grantees and all funding, re- 
gardless of source. And LSC should not aggregate varied services 
nor combine non-LSC and LSC-funded activities. And LSC needs to 
use the information for evaluation. 

Grantees must be held accountable for the voliune of services 
provided, as well as compliance with restrictions. The Results Act 
would provide an excellent framework to ensure success in this re- 
gard. 

Last, some grantee responses to our draft audit reports were not 
constructive, and some clearly hostile. I believe this attitude is a 
legacy of the past and reflects, in part, the relatively limited means 
LSC has to deal with its grantees, which are less than other Fed- 
eral grant agencies. 

I believe Congress needs to reauthorize the Legal Services pro- 
gram; not to reaffirm it, because that has been done in annual ap- 
propriations for 19 years, but rather to conform the program to 
Congressional intent and to provide the leverage LSC management 
needs to improve program performance. 

At a minimum, Congress needs to reauthorize in order to provide 
for an inspection unit to perform routine on-site inspections, and to 
encourage and reward efficient service delivery vehicles such as I 
described in Orange Coimty, California. 

Last, LSC management is attempting to resolve the access to in- 
formation issue. If they are not successful, then OIG and manage- 
ment would need legislation to ensure access to records. 

For these and other reasons, Congress needs to replace the 1977 
act with one that will improve LSC management's ability to do the 
job Congress expects. 

Mr. Chairman, I thank you for the opportunity to testify and 
your generosity with the time. I look forward to the questions when 
that is appropriate. 

Mr. GEKAS. We thank the gentleman. 
[The prepared statement of Mr. Quatrevaux follows:] 
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PREPARED STATEMENT OF EDOUARD R QUATREVAUX, INSPECTOR GENERAL, LEGAL 
SERVICES CORPORATION 

Mr. Chairman, Members of the Subcommittee, thank you for the opportunity to 
report to you regarding the Office of Inspector Gieneral audits of LSC grantee Case 
Statistical Beports. 

LSC OFFICE OF INSPECTOR GENERAL 

The Inspector General Act of 1978 created Offices of Inspector General, or "OIGs," 
at 12 cabinet agencies. These OIGs are different from other federal organizations 
in that they are independent of the agencies for which they provide oversight. The 
law grants Inspectors General (IGs) independent authorities for personnel, procure- 
ment, and budget. Operationally, the law provides that IGs independently conduct 
audits and investigations, refer evidence of crimes to prosecutors, coordinate with 
other federal, state and local agencies, and report to Congress and to the agency 
head. The law gives IGs access to all ^ency documents and information, and the 
authority to issue subpoenas and to administer oaths. 

President Reagan embraced the IG concept, and under his leadership the number 
of OIGs increased to 57. In fiscal year 1998, the OIGs recommended that $15.8 bil- 
hon in Federal funds be put to better use, questioned costs of $3.5 billion, and recov- 
ered $1.4 billion through investigations. In the same year, OIG actions led to almost 
15,000 criminal prosecutions, 1,900 civil actions, 1,200 personnel actions, and 7,100 
suspensions or debarments. 

Tne LSC Office of Inspector General, like all federal OIGs, has the missions of 
preventing and detecting fraud and abuse, and promoting efficiency and effective- 
ness in the operations of LSC and its grantees. The LSC appropriation statute 
added the mission of overseeing the checking of grantee compUance with restrictions 
and prohibitions through a system of annual audits of grantees conducted by inde- 
pendent public accounting firms. The OIG has 14 staff, including five auditors, to 
provide oversight of LSC and its 257 grantees. 

I am especially glad to be here today, so that I can provide the facts concerning 
our audits of Case Statistical Reports. Unfortunately, a well-known institution pulv 
lished an article suggesting that the OIG failed to report the results of its audits 
as required by the IG Act. It was implied that this alleged failure was a deUberate 
attempt to affect the appropriation under consideration in summer 1998. The facts 
prove the suggestion cannot be accurate. Because members of the Subcommittee 
may have read this article, I will briefly address this point. 

INFORMATION NEEDS 

Let me say at the outset that I think Congress should receive accurate, reliable 
information concerning the performance of LSC and its grantees—much better and 
much more comprehensive information than it now receives. Congress needs to be 
able to determine the return on its investment in the federal legal services program. 

That is true for LSC management as well. They need comprehensive performance 
information from grantees, and the information currently collected is incomplete. In 
LSC's 25 years, five GAO audits have found that LSC did not have sufficient infor- 
mation with which to evaluate the cost-effectiveness of its grantees. The finding is 
still valid today, and that is the primary reason why I directed that these audits 
be conducted. 

Before reviewing the timing of the audits that were conducted in 1998, I need to 
make a technical point. 

OPEN CASES 

Our audits covered both closed cases emd open cases, and some media accounts 
have mistakenly lumped the two together. The first chart makes the point that open 
cases are not part of workload. Open cases are defined as those open on December 
31st. Cases open at the end of Year 1 are usually closed in Year 2 because most 
cases involve brief services. If one counts the open cases in Year 1 as workload, and 
those cases are closed in Year 2, then those cases would be double-counted. There- 
fore, open cases are irrelevant to the discussion of caseload levels as a basis for 
funding. 

We beUeve that open cases are important but for a different reason. If a grantee's 
case management system contains significant errors, then it raises questions as to 
how weU ^t organization is managing its cases. Again, open cases are important, 
but simply not relevant to workload or nmding. 
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GOVEKNMENT AUDITS 

The second chart depicts the process set forth in the Comptroller General's Gov- 
ernment Auditing Standards. All OIGs are required to comply with those standards 
by the Inspector General Act, and every audit is reqxiired to have a statement to 
that effect. In the planning phase, objectives and methodology are set, evaluation 
criteria specified, information sources identified, and a plan prepared. When audi- 
tors go on-site, they conduct testing, gather evidence ana begin to prepare the docu- 
mentation required by Government Auditing Standards. Field work is usually the 
shortest phase. 

The reporting phase is normally the longest phase, because quality control proce- 
dxires take place in this phase. Auditors returning from the field present an analysis 
of the evidence they collected to their supervisor. They then organize their work pa- 
pers and create detailed schedules on every matter expected to appear in the audit 
report. 

Internal draft reports are then submitted to the audit chief until the draft is ap- 
proved. The audit chief reviews those detailed work papers to ensure that every fac- 
tual statement in the audit report is supported by documentary evidence. Next, a 
draft audit report is issued to the audited organization for comment. This is a very 
important quality control step in ensuring that the report is fair, complete, and bal- 
anced. Finally, those comments are evaluated, the report adjusted as appropriate, 
and a final report issued. 

This is not a fast process, but it is mandatory for all audits performed by OIGs. 
We have a goal of issuing a draft report within 30 days of returning from the field. 
That goal is extremely ambitious and rarely achieved. We normally give auditees 
30 days for comments, and aim to issue a final audit report within 30 days of receiv- 
ing those comments. At best, this process takes three months. Normally it takes 
much longer to complete. 

Until these quahty control procedures are completed, auditors should not report 
results, because the audit is unfinished and any "results" are preliminary. An excep- 
tion is permitted by Government Auditing Standards when the audit uncovers evi- 
dence of illegal acts. I would add to that exceptions for public safety and national 
security. 

However, the LSC Fact Book, which contained the caseload numbers, hardly rises 
to this level. It is not required by statute, and I am told that it was not even sent 
to Congress for the five years between 1992 through 1996. 

Here are the facts. Chart 3 shows when OIG auditors were on-site in 1998. Audi- 
tors were on-site at Northern Virginia April 20th-May 28th. The original audit plan 
covered both case statistics and timekeeping. After completion of the Northern Vir- 
ginia audit, we decided to focus future audits on case statistics and eliminated the 
timekeeping component. 

OIG auditors found 559 excess closed cases reported, which was 13 percent of the 
total reported by the grantee. The audit report was issued five months later. Then 
OIG auditors went to the Gulf Coast and Wisconsin grantees in June and July, and 
found reported closed cases to be overstated by 23 percent and 6 percent, respec- 
tively. 

The House considered an amendment increasing the LSC appropriation by $109 
million on August 3rd and 4th. Even if we thought the results of these first 3 audits 
demonstrated a significant systemic problem, which we did not, and we completely 
skipped mandatory audit procedures, we could not have reported these before the 
House debate. Our auditors traveled back from Wisconsin on Friday, July 31st. The 
House deUberations took place on the following Monday and Tuesday. 

At that time, preliminary results indicated that three of the 260 LSC grantees 
may have overstated closed cases by 2,800 cases out of 1.4 miUion reported, or two 
tenths of one percent. We could not have provided any assurance that the number 
was accurate because we had not performed our quality control procedures. To re- 
port to Congress on that basis would have been irresponsible, and would have 
risked the OlG's professional reputation. 

The suggestion that the OIG delayed reporting to Congress is refuted by these 
facts. 

The su^estion offends common sense as well as the facts. These audits were 100 
percent discretionary. We could have audited petty cash. We did not have to do 
these audits—we chose to do them. If we did not want to report such results, we 
could have stopped after the first or second audit. If the Office of Inspector General 
did not want to report the results of these audits to Congress, why did it begin 
them? There are no answers to these questions because the suggestion is untrue 
and not credible. 
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The LSC 0£Sce of Inspector General is proud of its work on the Case Statistical 
Audits. The OIG risk assessment identified the problem, and 010 audits produced 
the detailed documentation of the problem that prompted the start of corrective ac- 
tion. GAO's work was based on the OIG audits ana echoed those findings. Since 
then, OIG audits of the 1998 statistical reports have produced additional valuable 
information. 

While these audits were underway, the OIG audit staff also reviewed 468 grantee 
audit reports prepared by independent public accountants, and managed 60 audit 
service reviews of those independent accountants' work papers to determine if their 
compliance checking was adequate. OIG audit staff also supervised the conduct of 
the LSC Eumual financial audit. I think the LSC OIG audit staff should be com- 
mended for these accomplishments. 

AUDITS OF 1997 CASE STATISTICAL AUDITS 

Chart 4 depicts the results of otir audits of the 1997 Case Statistictd Reports. Two 
of the grantees audited, San Diego and Miami, were responsible for 91 percent of 
the 41,000 overstated closed cases. 

The audit of the San Diego grantee disclosed that 14,398 telephone calls had been 
reported as closed cases even though legal services had not been provided. The 
Miami audit revealed that 15,160 telephone calls and visits had been reported as 
closed cases although no legal services had been provided. These cases were re- 
ported in a category termed ^ferred after legcJ assessment." 

These deficiencies should not diminish the value of legal helplines as a highly effi- 
cient way to provide legal services. The OIG's 1996 report entitled "Increasing Legal 
Services Delivery Through Information Technology," estimated that LSC grantees 
could quintuple the number of people receiving legal services through helplines, 
Internet-based legal services, and the use of multimedia kiosks. 

By next Spring in Orange County California, domestic abuse victims will be able 
to file petitions for temporary restraining orders directly fi-om a legal services kiosk 
in a shelter. Just as businesses minimize staff costs through customer self-service, 
so can legal services grantees by assisting pro se representation wherever it is prac- 
tical. The telephone helplines, the Internet, and kiosks are all highly efficient legal 
services dehvety vehicles. 

The neict largest reporting error concerned 4,700 cases that the San Diego grantee 
had reported as closed. LSC required that reported cases be funded, at least in part, 
by LSC funds and we determined that these cases were fiinded by other sources. 

The San Diego audit also revealed a problem with input to the LSC reporting sys- 
tem. The grajitee printed a report from its automated case memagement system, and 
then manually entered the data into the automated LSC system. Although some of 
the entry errors understated the number of closed cases, the net result was an over- 
statement of 2,692 closed cases. We also saw some counting problems in Northern 
Virginia that occurred because the grantee's branch offices were not electronically 
linked to the main office. 

The audits revealed about 2,000 instances where the cases reported as closed in 
1997 should have been closed and reported in previous years, because legal services 
had ceased before 1997. 

The audits also disclosed 969 dupUcate cases, i.e., instances where there were 
multiple cases for the same client. The remaining errors were of various t)rpes. 

AUDITS OF 1998 CASE STATISTICAL REPORTS 

The final chsirt depicts the results of this year's audits of the 1998 Case Statistical 
Reports. Four final reports have been issued, and draft reports for the audits of 
North Texas and Boston have been issued to the grantees for comment. 

The results are shown as a range for North "Texas, because we are awaiting its 
comments on our draft report. Although the report of the Boston grantee is stul in 
draft, auditors found no material errors. Therefore, the number will not change. 

As you can see, the results show continued problems with the Case Statistical Re- 
ports submitted. Although an improvement over the results of last year's audits of 
the 1997 data, overstatements averaged 29 percent for the 1998 data audited by the 
OIG. 

The first two audits found that a single error accounted for most of the overstate- 
ment. In Monroe County, the grantee partially funded a centralized telephone in- 
take and referral service. The grantee erroneously reported 1,410 unspecified cases 
based solely on an allocation of the fiinding. The grantee did not provide direct serv- 
ices to any of the cUents. In Philadelphia, a new director failed to delete cases coded 
as "rejected" before printing a summary report from the case management system. 
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and 1,072 cases were mistakenly reported. Absent these two errors, both case statis- 
tical reports would have been much closer to accurate. 

The Maryland results are limited to the Baltimore office because the grantee de- 
nied OIG auditors access to the information we needed to complete the audit. Audi- 
tors found an estimated 2,696 excess cases reported, almost all relating to imtimely 
case closings. 

The audit of the Eastern Missouri grantee disclosed an estimated 5,478 overstate- 
ment in closed cases, consisting of dupUcate cases, cases where no legal services 
were provided, and cases with no identified client. 

The largest source of errors found by this year's audits was untimely closing, i.e., 
the cases should have been reported in prior years because all activity had ceased 
prior to 1998. 

The audits of two grantees disclosed a new type of error—no client name. Various 
reasons were given why the client name had not been obtained. Our view is that 
if a client ntune is not documented in the case management system, the case is un- 
supported and cannot be reported to LSC. LSC management agreed that a client 
name is necessary to report a case. 

The audits found 2,576 cases for which no legal services had been provided, most 
of which resulted from the allocation error at Monroe County. Duplicate cases, the 
previously-mentioned inclusion of rejected cases, and a variety of other error types 
accounted for the remaining excess cases. 

Before moving on to Conclusions and Recommendations, I want to note that we 
found no indication of fraud in the course of our work. Also, the House Appropria- 
tions Committee has requested that the OIG provide an assessment, by July 2000, 
of the accuracy of the grantees' 1999 case data. We plan a variety of actions that 
would develop the information needed for that assessment. 

CONCLUSIONS AND RECOMMENDATIONS 

Almost every audit concluded that the grantee needed to establish better manage- 
ment controls over the case management system, and that grantee managers needed 
to oversee the preparation of the report to LSC. 

I beUeve this outcome has a number of causes. Prior to 1998, LSC management 
did not emphasize the importance of these reports. Prior to 1998, LSC did not ade- 
quately analyze the data received, which would have revealed some anomaUes. Prior 
to the 1998 revision of the Case Statistical Report Handbook, some guidance needed 
clarification. LSC management has taken corrective actions in these areas but those 
actions need to be maintained. 

Some grantee managers did not believe that the current report permits a full ex- 
pression of the services they provided, and may have reported other services despite 
LSC guidance. LSC management is attempting to design a broader, more com- 
prehensive measurement system, which is important for another reason. 

As GAO has reported five times in 25 years, LSC does not have sufficient informa- 
tion to evaluate grantee cost-effectiveness. To evaluate grantee cost-effectiveness, 
LSC must collect information on all services provided by a grantee and all funding 
received regardless of source. These services vary widely in effort and cost, and 
should not be aggregated into one number. Nor should non-LSC funded activities 
be combined with LSC-funded services. Most important, LSC management must 
really use this information for evaluation. By this I mean that grantees must be 
held accountable for the volume of services provided, as well as comphance with re- 
strictions. The Results Act would provide an excellent framework to ensure success. 

Lfist, some grantee responses to OIG audit reports have not been constructive, 
and some were clearly hostile and thus inappropriate. I beUeve this attitude is a 
legacy of the past, and reflects in part the relatively limited means LSC has to deal 
with its grantees. The LSC Act, continued for 19 years through appropriations acts, 
gives LSC far less leverage with its grantees than most federal grant agencies. 

Congress needs to reauthorize the federal legal services program, not to reaffirm 
it, for Congress has done that in its appropriations. Congress needs to reauthorize 
the legal services program in order to conform the program to Congressional intent, 
to recognize the lessons learned over the years, and to provide the leverage that 
LSC management needs to improve program performance. At a minimum. Congress 
needs to reauthorize to provide for an inspection unit to conduct on-site inspections 
on a routine basis, and to encourage and reward new and highly efficient service 
delivery mechanisms such as that I described in Orange County, California. 

Last, LSC management is attempting to resolve the access issue encoimtered in 
Baltimore, as it did last summer in San Diego. If the effort is not successful, then 
the OIG and LSC management would need legislation to ensure access to the 
records needed to perform our respective duties. 



14 

For these and other reasons, Congress needs to replace the 1977 LSC Act with 
one that will improve LSC management's ability to do the job Congress expects. 

Thank you for giving me the opportunity to comment in detail. I look forward to 
your questions. 
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Mr. GEKAS. We turn to Dr. Ekstrand. 

STATEMENT OF LAURIE EKSTRAND, DIRECTOR, ADMINISTRA- 
TION OF JUSTICE ISSUES, UNITED STATES GENERAL AC- 
COUNTING OFFICE 
Ms. EKSTRAND. Thank you. 
Mr. Chairman and members of the committee, as you know, dur- 

ing the past year the General Accounting OfBce has reported on 
misreporting by LSC grantees of both the number of cases they 
closed during calendar year 1997 and the number of cases reported 
open at the end of the year. 

Specifically, in our Jime, 1999 report, we estimated that nearly 
75,000 of approximately 221,000 cases reported to LSC by five of 
its largest grantees were questionable. 

In light of these findings, we were asked to continue our work 
to answer two more questions. 

First, what efforts have LSC and its grantees made to correct 
case reporting problems? 

Second, to what extent are these efforts likely to resolve the case 
reporting problems that occiured in 1997? 

Our September 20, 1999 report provided the responses to these 
questions. 

In relation to the first question, we foimd that LSC had issued 
a new 1999 CSR handbook and other written communication to 
clarify reporting requirements to its grantees. The handbook in- 
cludes changes to reporting requirements de£ding with timely clos- 
ing of cases, management review of case service reports, and for en- 
suring single reporting of cases. It also includes requirements to re- 
port LSC-eligible cases, regardless of funding source, and to report 
cases involving private attorneys separately. 

The first two of these requirements—^that is, procedures for time- 
ly closing of cases and for management review of case service re- 
I>orts—were to apply to grantees' 1998 data, as well as data in 
1999 and thereafter. 

In responding to a GAO telephone survey of 79 program execu- 
tive directors, most grantees said that the new guidance helped 
clarify reporting requirements, and virtually all of them indicated 
that they planned or had made program changes as a result of the 
requirements. 

Many grantees, however, identified areas of case reporting that 
remained unclear to them. Requirements concerning asset and citi- 
zenship/alien ehgibility documentation, single reporting of cases, 
and who can provide legal services to have it count as a case were 
noted as areas of continuing uncertainty. 

As £in additional effort to improve the accuuracy of CSR data, LSC 
required grantees to complete a self-inspection of its open and 
closed caseload data for 1998. Each grantee was to select and test 
random samples of open and closed cases to determine whether 
their already-reported 1998 caseload statistics were correct. 

Among a sizeable Ust of case file attributes that were to be 
checked were eligibility information on household income, assets, 
citizen attestation for in-person cases, and indication of citizenship/ 
alien status for ielephone-only cases. 
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Grantees could certify their data as being substantially correct if 
errors were found in no more than 5 percent of their cases. 

A total of 199 grantees, or 76 percent of all grantees, certified 
their data. The remaining 62 grantees did not. 

According to LSC, 26 of the 50 largest grantees did not certify 
their 1998 data. On the basis of the self-inspection results, LSC es- 
timated that grantees closed 1.1 milhon cases in 1998. 

Our review raised concerns about LSC's interpretation of self-in- 
spection results and about the accuracy of the data provided to 
iSC by the grantees. 

First, because LSC did not have a standard protocol for grantees 
to use to report results, grantee information was subject to LSC in- 
terpretation of data problems. 

Second, we were not sure that LSC had applied a consistent defi- 
nition of "certification." 

Third, given LSC's instructions to grantees on how to conduct the 
self inspections, some smaller grantees may have selected too few 
test cases from which to assess the accuracy of their data. 

And, finally, LSC did not know how well grantees conducted the 
self-inspections. 

We spoke with several executive directors who did not correctly 
follow LSC's guidance. This may have resulted in some grantees 
certifying their data when they should not have done so and others 
not certifying when they should have. 

As a result of these findings, we concluded that LSC's actions to 
date have not been sufficient to fully resolve the case reporting 
problems that occurred in 1997. We made numerous recommenda- 
tions, four directed at clarifying specific reporting requirements, 
one about disseminating information concerning reporting require- 
ments, and three intended to enhance the quahty of any fiiture self 
inspection efforts. 

This concludes my oral statement and we would be happy to an- 
swer any questions you would have. 

Mr. GEKAS. Yes. I thank you. Dr. Ekstrand. 
[The prepared statement of Ms. Ekstrand can be found on the 

United States General Accounting Office website (www.gao.gov). A 
hard copy of the statement may be ordered from the GAO (Report 
number GAO/T-GGD-99-185).] 

Mr. GEKAS. It is my imderstanding that Ms. Montgomery and 
Dr. Rezmovic will be monitoring the remainder of the questions; is 
that correct? 

Ms. REZMOVIC. Yes. 
Mr. GEKAS. The Chair will yield itself 5 minutes for the first 

roimd of questions. 
Mr. Quatrevaux, you stated some place in your report that—well, 

let me ask you this question. Did you file, in September 1998, a 
report, the semi-annual report to Congress for the period ending 
September, 1998? 

Mr. QUATREVAUX. That's correct. 
Mr. GEKAS. And there, under the category of "significant prob- 

lems, abuses, and deficiency," did you indicate none? 
Mr. QUATREVAUX. That's correct, Mr. Chairman. The reason for 

that  
Mr. GEKAS. Yes? 
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Mr. QUATREVAUX [continuing]. Is because in September, as we 
can see on the chiul, the information available to us was only from 
the first three audits and we hadn't finished the quality control 
procedures. 

We had made one trip out to San Diego, where there was evi- 
dence of problems, but the quaUty control hadn't been done, it 
hadn't been documented, the evidence wasn't there, and we knew 
we had to go back in October. 

But at that time I couldn't provide you any assurance of what 
the numbers were at San Diego, and San Diego was the first time 
that we encountered any kind of massive over-reporting. 

Mr. GEKAS. But then this is really the first time that you have 
entered a report showing these over-countings, just in the last sev- 
eral months; is that correct? 

Mr. QUATREVAUX. That's correct, Mr. Chairman. 
Mr. GEKAS. But, according to everything else we have in 1997 

and 1998 and you reported none, what fell through the cracks that 
you could not have detected in 1998? 

Mr. QUATREVAUX. Well, I think you're talking about the semi-an- 
nual report  

Mr. GEKAS. Yes. 
Mr. QUATREVAUX [continuing]. For the period that ends Septem- 

ber, 1998. 
Mr. GEKAS. Yes. 
Mr. QUATREVAUX. Okay. At that time, in September 1998, we 

had completed field work only for the first three audits. 
Mr. GEKAS. Weisn't there any over-reporting there? 
Mr. QUATREVAUX. There w£is, but  
Mr. GEKAS. Or reporting problems? 
Mr. QUATREVAUX. But, as I indicated, the preUminary results 

were very small. There was nothing  
Mr. GEKAS. Then you consider the smswer "none" to be adequate 

there? 
Mr. QUATREVAUX. I do, because I—^we have to report to the Con- 

gress based on evidence, and we didn't have evidence there of any 
kind of big problem. 

Mr. GEKAS. YOU stated with some defensiveness, I must note, 
that when we were proceeding with the debate in this past summer 
on the floor that aspersions were cast that the report—^your report- 
ing or yoxu" work wasn't done purposely in order to affect the level 
of fiindiing. 

By that time, what had you done in the summer of 1999? 
Mr. QUATREVAUX. By the summer of 1999, we had issued reports 

for northern Virginia, we accelerated the issuance of the reports for 
San Diego and Miami, because they had a more significant impact 
on the total nimibers, and we delayed some of the other work as 
a consequence. 

Mr. GEKAS. SO at that time there was a significant—even in just 
those few areas—serious over-counting. 

Mr. QUATREVAUX. Not in September 1998. No. 
Mr. GEKAS. NO, no. I'm talking about in the simuner of 1999. 
Mr. QUATREVAUX. Summer of 1999? Yes, that's correct, and those 

rejjorts—the San Diego and Miami reports were issued in March 
1999. And in February  1999 I briefed the Appropriations Sub- 
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committee staif, as I do every February, running over all the work 
the OIG was doing. I briefed them on these audits and told them 
that two of the audits were showing serious overstatements. 

Mr. GEKAS. When you reported that to LSC, did you have any 
concomitant responsibility, do you feel, to report that lament to 
Congress? 

Mr. QUATREVAUX. We provided all those reports to Congress and 
actually provided them much more rapidly than we normally 
would. We normally give the LSC manag:ement and the board some 
time to review these reports before making them public. But, once 
the March 3rd appropriation hearing happened and these charges 
were made, I decided that we'll just send the reports immediately, 
which is not normal practice. 

Mr. GEKAS. The time of the Chair has expired. 
I recognize the gentleman from New York, Mr. Nadler. 
Mr. NADLER. Let me just ask, to reemphasize the point, both of 

Mr. Quatrevaux and Dr. Ekstrand, in your work did either of you 
find any evidence of fraud or intentional misrepresentation, Mr. 
Quatrevaux? 

Mr. QUATREVAUX. NO. 
Mr. NADLER. Thank you. 
Dr. Ekstrand? 
Ms. EKSTRAND. NO. 
Mr. NADLER. Thank you. So the answer is no in both cases. 
Now, to continue to what the—and that's very important, be- 

cause the Heritage Foundation made some rather irresponsible 
charges, and I just wanted to get you both on the record—but then, 
again, they're always irresponsible. 

Now, there have been many allegations that LSC was aware of 
an over-count but withheld that information from the Congress 
imtU after the funding bill passed. You just addressed the issue of 
timing from the Chair's questions. 

Mr. Quatrevaux, if you had issued a report to Congress based on 
your preliminary findings without a chance to go through your nor- 
mal quality control, would that have been pursuant to normal 
audit procedures, or would that have been regarded by the stand- 
ards of the audit profession as irresponsible? 

Mr. QUATREVAUX. I believe it would have been regarded as a vio- 
lation of those standards. 

Mr. NADLER. AS a violation of those standards. 
Would it have been a violation of law? 
Mr. QUATREVAUX. I'm not sure. 
Mr. NADLER. Okay. But certainly of normal auditing standards? 
Mr. QUATREVAUX. Yes. 
Mr. NADLER. SO jmyone who alleges any plot to influence Con- 

gress by failure to release that information at that time, to put it 
charitably, does not understemd auditing standards, correct? 

Mr. QUATREVAUX. That's my belief. 
Mr. NADLER. Thank you. 
Let me ask one other question for the GAO. Some people have 

said the Legal Services Corporation can't count, and making a 
broad generalization about some of these reporting problems. Do 
you thmk that's the problem, or are the accounting errors, in your 
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opinion, of a more technical nature such as how certain types of 
cases or certain phases of cases ought to be counted? 

Ms. EKSTRAND. I think the types of errors varied widely. They 
were several different types of errors. Some of them strictly related 
to changes in computer systems that caused ghtches in reopening 
closed cases. Others were because of confusion as to exactly what 
should coimt as a case. 

They are so varied, they are hard to categorize as one particular 
thing or another. 

Mr. NADLER. Yes. But you saw no systematic attempt, or did you 
see any systematic—^what could be interpreted or perhaps could be 
a systematic attempt to misreport with some goal in mind? Some 
allegations have been made. 

In other words, does the nature of the errors lead to a suspicion 
that someone was trying to deliberately over-report or deliberately 
under-report, or were these all over the lot? 

Ms. EKSTRAND. Well, there was more over-reporting. It was only 
over-reporting that we were looking at. We were not looking in our 
audits under-reporting of cases. 

Mr. NADLER. Wait a minute. So there may have been under-re- 
porting that you didn't note? 

Ms. EKSTRAND. It's possible that there was imder-reporting that 
we did not detect in the kind of audit that we conducted. 

Mr. NADLER. And it's even possible, then, that if they weren't re- 
porting properly, it is possible, given the information we have now, 
since you only looked at over-reporting, it is possible that there weus 
a net under-report but you don't know that? 

Ms. EKSTRAND. It's in the realm of possibility. 
Mr. NADLER. Thank you. Yes. So, in other words, you only looked 

the one side; therefore, you only saw whatever was on that side be- 
cause you weren't interested in the other side, for perfectly legiti- 
mate reasons. But you can't assume from that, therefore, that the 
predominance was over-reporting. We just don't know. Is that cor- 
rect? 

Ms. EKSTRAND. We just don't know. 
Mr. NADLER. Thank vou. 
Thank you very mucn. I yield back. 
Mr. GEKAS. The gentleman yields back the balance of his time. 
Let the record indicate that the gentleman from Ohio has been 

present during the course of these proceedings, and we now recog- 
nize him for 5 minutes. 

Mr. CHABOT. Thank you, Mr. Chairman. 
Sir, the Legal Services Corporation provides Congress with an- 

nual case statistics in the budget request and performance plan 
and fact book. The Congress relies on this information in msiking 
judgments on how much to appropriate to the Legal Services Cor- 
poration, as you know. Therefore, the case statistical information 
is, obviously, very important. 

Have you and do you have scheduled a formal audit plan to 
evaluate the controls that the Legal Services Corporation has in 
place at its headquarters to ensure the accuracy of the case infor- 
mation provided to the Congress? 

Mr. QUATREVAUX. We have not examined LSC internal processes. 
We hiave been focusing on the grantee data and the accuracy of it. 
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Our plan for the 1999 data is to do a lot of work here in Wash- 
ington in terms of reviewing supporting information and to also 
make quite a few very brief on-site inspections to try to develop the 
information to determine how good the 1999 data is. 

Mr. CHABOT. Now, back on December 7th of 1998, last year, you 
asked the Legal Services Corporation board chairman to discuss 
the serious case reporting problems identified by your auditors at 
some programs while making a presentation before the National 
Legal Aid and Defenders Association. You have a dual reporting re- 
sponsibility to the Congress to keep the Congress fully and cur- 
rently informed. Explain why you aecided that it was proper for 
the corporation to address the issue with this body that I just re- 
ferred to and not the Congress of the United States at the same 
time. 

Mr. QuATREVAUX. I am not aware of the event to which you are 
referring, Congressman. December 7, 1998? 

Mr. CHABOT. That's the information that we have. 
Mr. QUATREVAUX. Tm sorry. I just—^Tll be happy to review it and 

submit an answer for the record, sir. 
Mr. CHABOT. All right. Well well follow up on it. We can talk 

to your people? 
Mr. GEKAS. Would the gentleman yield? 
Mr. CHABOT. I would be happy to yield. 
Mr. GEKAS. Based on the question, we would request Mr. 

Quatrevaux to research that event and to submit to the members 
of the committee your report on that function, if such function did 
occur. 

Mr. CHABOT. I thank the chairman. 
[The information referred to follows:] 

LEGAL SERVICES CORPORATION, 
OFFICE OF INSPECTOR GENERAL, 

Washington, DC, October 20, 1999. 
Hon. GEORGE W. GEKAS, Chairman, 
Subcommittee on Commercial and Administrative Law, 
Committee on the Judiciary, 
House of Representatives, Washington, DC. 

DEAR MR. CHAIRMAN: Pursuant to your request, I am reporting concerning an 
event cited in a question by a member at the September 29, 1999 oversight hearing 
on the Legal Services Corporation. 

The Inspector General was asked the following question: 
[Black on December 7th of 1998, last year, you asked the Legal Services Cor- 

poration board chairman to discuss the serious case reporting problems identi- 
fied by your auditors at some programs while making a presentation before the 
National Legal Aid and Defenders Association. You have a duel reporting re- 
sponsibility to the Congress to keep the Congress fully and currently informed. 
Explain why you decided that it was proper for the corporation to address the 
issue with this body that I just referred to and not the Congress of the United 
States at the same time. 

The Question refers to an e-mail to the LSC Board Chair, in which the Inspector 
General stated the following: 

I would also appreciate, to the degree your theme can accept, a mention of 
the need to improve the accuracy of case statistics submitted to LSC. The Per- 
formance Plan for FY 1999 included a set of performance measures, including 
one to "resolve 1.6 million cases for low income people." 

OIG audits have disclosed serious overstatement of closed cases in some pro- 
grams. Although several problem sources have been identified, the largest one 
is the tendency to use the category "referred after legal assessment" when it is 
not warranted, e.g., to report on telephone contacts. The IG beUeves that the 
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attention of Executive Directors to these reports would do much to improve the 
accuracy and reliability of their submissions. 

The Inspector General Act charges IGrs with the prevention as well as the detec- 
tion of irregularitieB. Most if not all LSC grantees are members of the National 
Legal Aid and Defender Association (NLADA), and the annual conference of this 
rup provides a useAil forum to reach the target audience—LSC grantee managers. 

a proactive manner, many IGs attend meetings of and communicate with rep- 
resentative groups relevant to their agencies. The Inspector General of the Depart- 
ment of HesJth and Human Services, for example, has met with various elements 
of the health care industry in an attempt to reduce Medicare fraud. These contacts 
and communications are entirely appropriate. 

However, the principal issue raised is whether the Office of Inspector General 
should have provided the information cited to the NLADA, but not to the Congress. 
First, the information provided was general in nature. The audits disclosed that 
some grantees had serioxis overstatements of closed cases. Using preliminary infor- 
mation as a basis for admonishing grantees to give closer attention to their case 
service reports is quite different than using preluninary information as a basis for 
reporting to Congress. Such a report woxild not have been appropriate under Gov- 
ernment Auditing Standards, nor would it have provided information on which the 
Congress could act or rely. 

Second, the email was sent because the imminent, annual conference of the group 
presented an opportunity to try to improve the quality of the data submitted, and 
because the IG had just learned the previous wees of the preliminary results of the 
Miami grantee audit. At the time or the Inspector General's request to the Board 
Chair, Uie GIG had just completed filed work in Miami, which, as the attached 
chart show, had the greatest percentage of overstated cases of all the 1997 audits. 
The Miami grantee was one of the two grantees responsible for 91 p«rcent of the 
overstated cases disclosed by the audits of 1997 Case Statistical Reporting. 

The GIG auditors completed field work on Tuesday, November 24tii, traveled to 
Washington on the Wednesday before the four-day Tlianksgiving weekend, and re- 
turned to the office on Monday, November 30th. The IG was likely briefed in tlie 
December 1-4 period before sending the email on Monday, December 7, 1998. Again, 
this was preliminary information, and the OIG was in the process of analyzing the 
evidence obtained in order to complete the reporting phase of the audits which, as 
described more fiiUy in the Inspector General's testimony, is normaUy the longest 
phase of auditing, involving important qualitv control pnx^ures. 

For these reasons, the information provided in the December 7th e-mail to the 
Board Chair was extremely general in nature. It amounted to nothing more than 
a request to urge grantee directors to pay closer attention to the case service re- 
ports, giving particular attention to one problem area, "referred after legal assess- 
ment," that the OIG then beUeved was a mtgor cause of case counting errors. 

As to reporting this information to Congress, especially in the context of its rela- 
tionship to the fiscal 1999 appropriation, the relevant dates are important. By De- 
cember 1998, LSC appropriations for fiiscal year 1999 had long been decided, and 
the focus had shifted to tne fiscal year 2000 appropriation. Two months later, after 
the OIG had validated the preliminary information reported by the auditors, the In- 
spector General met with staff of the House and Senate Appropriations Committees 
in advance of the appropriations hearing. In the course of lus annual briefing to ap- 
propriations committee staff, the Inspector General fiilly described the results of 
Uiese audits, including notice that two audits had revealed large overstatements of 
dosed cases. 

Inspectors General obtain, analyze, and report information for which they can pro- 
vide assurance of its accuracy and reliability. The extensive vahdation procedures 
embedded in the Government Auditing Standards, with which IGs are required by 
law to comply, exist for this sole purpose. IGs should not report information that 
has not been validated as these standards require. The LSC OIG is committed to 
providing Congress and the LSC Board of Directors with timely information, how- 
ever, it cannot violate statutorily required standards to do so. 

Last, Uie timing of these audits was based on the timetable set forth in the Re- 
sults Act, which correctly anticipated that government agencies would have dif- 
ficulty both in establishing performance measures and in collecting accurate and re- 
liable performance data. 'The Results Act requires the first Performance Reports to 
be submitted in 2000, covering fiscal year 1999. The OIG decided to audit 1997 data 
in 1998 in order to provide early identification of any problems, and to provide an 
opportunity for LSC management to correct them prior to the first submission of 
reports under the Results Act. I beUeve this decision was forward-looking, embodied 
the spirit of the IG Act and the Results Act, and was entirely appropriate. 



I thank you for the opportunity to add to the record. As you requested, I am pro- 
viding this report to each member of the Committee. Please contact me if 1 can p 
vide additional information or assistance. 

Sincerely, , 
E. R. QuATREVAUX, Inspector General. 

Cc: Members of the Committee on the Judiciary 
Attachment 
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Mr. CHABOT. My next question: in response to a question posed 
to the Government Reform and Oversight staff, you stated that the 
case reporting problems were not grantee-wide or program-wide, 
and the problems were basically limited to a category of case clo- 
sure called "referred after legal assessment." 

Is it true that every progrsim audited by your staff or reviewed 
by the Legal Services Corporation since April 1998 had overstated 
case report figures? And isn't it also true that "referred after legal 
assessment" is only a sjmnptom of a problem, and the primary rea- 
son for invalidating about 30,000 cases in the San Diego and 
Mifuni progreuns was because they did not fully determine eligi- 
bility as required by law and regulation? 

Mr. QUATREVAUX. There are several questions there. I'm not sure 
of the date of that communication. When we finished the first 
round of audits we did believe, indeed, if you look at the numbers, 
no legal services—almost 30,000 out of 41,000. It certainly gave the 
appearances that that was the bulk of the problem. 

We have since found new kinds of problems, and so no, I no 
longer believe that. I did, in fact, believe that the problem was 
probably just in that category. 

We have since found all sorts of things that are systemic, but we 
also have one grantee that passed muster in its report. 

But there is a difference between what we thought after we fin- 
ished the 1998 reports and what we think now. We've learned a lot 
more. 

Mr. CHABOT. Congress certainly does look at the statistics that 
we are provided, and we expect those statistics to be accurate when 
we are determining what programs are going to be funded and at 
what levels, so we expect those numbers to be accurate, and when 
they're not it disturbs us a great deal, as it should. 

I yield back the balance of my time. 
Mr. QUATREVAUX. I agree with you. Congressman. 
Mr. GEKAS. The gentleman yields back the balance of his time. 
The gentleman from North Carolina, Mr. Watt, is recognized for 

5 minutes. 
Mr. WATT. Thank you, Mr. Chairman. I just wanted to clarify 

one thing, and I'll yield back. 
The two areas—-San Diego and Miami—that have substantially 

overstated cases, I'm assuming that, since 30,000 of those error 
types were no legal services provided, that a substantial part of 
those two would have been in that category? 

Mr. QUATREVAUX. That's correct, 15,000 in Miami and 14,000 in 
San Diego. These were telephone calls where no legal services had 
been provided, which is  

Mr. WATT. And so what essentially was happening was somebody 
called the Legal Services agency and asked something and that got 
reported as a case? 

Mr. QUATREVAUX. They called and they were referred to another 
organization. 

Mr. WATT. And they reported that  
Mr. QUATREVAUX. Correct. 
Mr. WATT [continuing]. Call as a case? 
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Mr. QuATREVAUX. Correct, and LSC guidelines reqmre, for any- 
thing to be counted and reported, that there, indeed, be legal as- 
sessment prior to that referral. 

Mr. NADLER. Would the gentleman yield for a moment? 
Mr. WATT. I'm happy to yield. Yes. 
Mr. NADLER. Thank you. 
Just on that point, someone calls a help line operator by a grant- 

ee and says, "I have this legal problem. What should I do?" and the 
attorney on the help line says, "What you should do is X, Y, and 
Z," and gives them advice, is that counted as a case properly or 
how is that counted? 

Mr. QuATREVAUX. Yes, it is. It is proper. 
Mr. NADLER. Thank you. 
Mr. WATT. Can you discuss—or maybe your imalysis is solely sta- 

tistical, not a discussion with the people who are doing this—did 
you make any determination of whether there was any ulterior mo- 
tive or what the circumstances were under which that kind of error 
would have been made in those two particular cases? There clearly, 
I would assume, had to be a pattern of treating this that way to 
get that kind of an over-count. 

Did you make any assessment of whether there was simply a pol- 
icy of treating it that way in their accounting or whether tiiere was 
any benefit to be gained by the agency? 

Mr. QuATREVAUX. We saw no motive. We did hear fix)m the exec- 
utive director of the Miami grantee program that she—her argu- 
ment was that she had formed an intake unit composed of non- 
legal personnel, and that she beUeved that the work of this unit 
contributed to the effectiveness of the legal services that were pro- 
vided and therefore should be reported, despite the guidance. 

Mr. WATT. Okay. All right. 
I have no further questions. Mr. Chairman. 
Mr. GEKAS. The gentleman yields back the balance of his time. 
The Chair recognizes the gentleman from Massachusetts, Mr. 

Delahxmt, for 5 minutes. 
Mr. DELAHUNT. YOU know, let me—Fll pose this question to both 

Dr. Ekstrand and the inspector general. From what I'm hearing, 
what we're really talking about here are problems with manage- 
ment systems. 

Ms. EKSTRAND. I think that  
Mr. DELAHUNT. I mean, I think it was you. Doctor, who indicated 

there were computer glitches, for example. 
Ms. EKSTRAND. I think that this is a system of collecting infor- 

mation that hadn't gotten any attention for quite a few years, and 
when it was not the subject of attention perhaps got somewhat  

Mr. DELAHUNT. People got sloppy? 
Ms. EKSTRAND [continuing]. Messy because it wasn't very impor- 

tant to them. 
Mr. DELAHUNT. Let me follow up. The next question would be: 

you are obviously aware of the fact that there have been significant 
reductions in funding for LSC over the course of the past 3 or 4 
years. Could that account for inadequate fiinding for the adminis- 
trative mission of the various grantees who, Fm sure, were over- 
stressed in trying to meet the demands that were placed on them? 
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Tm talking about their mission of providing legal services for the 
poor. 

Ms. EKSTRAND. We didn't look at that, per se, but when we did 
talk to executive directors about what causes there might have 
been for some of this, some of the problems with the case reporting, 
administrative inattention was one of the causes they cited as a 
reason why they  

Mr. DELAHUNT. But did you probe further? Was it just adminis- 
trative inattention, or was it because, in their judgment, they did 
not want to expend the necessary resources, the dollars that they 
received on the administrative side, as opposed to providing the 
legal services? 

Ms. EKSTRAND. We really don't know. We didn't probe that. 
Mr. DELAHUNT. Well, I think that would be something that 

would be very informative for the Congress. I mean, if the reality 
is that there has to be increased funding to meet the administra- 
tive dem£mds for the various grsuitees, that's something that this 
Congress should be made aware of. I mean, we've experienced 
sharp reductions in funding for LSC, and I think, for them to meet 
their mandate in terms of reports to Congress, we have a concomi- 
tant responsibility to provide the resources for them to do it in an 
appropriate way. 

Ms. REZMOVIC. In our survey of the executive directors, they 
mentioned three causes for problems. One of them dealt with ad- 
ministrative inattention, another one dealt with their automated 
computerized management system, and the third one dealt with 
the lack of clarity of the guidance. 

With respect to the administrative inattention, they said there 
were not stringent reporting requirements prior to the issuance of 
the revised 1999 handbook. So, the executive director didn't say 
that they didn't pay attention to administrative matters because 
there was no money, per se, but because they were not a priority. 
The current requirements for timely closing of cases and avoiding 
duplicate case counts were not there in 1997. 

Mr. DELAHUNT. So, in other words, reading between the Unes, it 
would appear that there would need to be additional funding for 
them to meet these new criteria. 

Ms. REZMOVIC. Well, the/re paying more attention to the criteria 
now. 

Mr. DELAHUNT. Fm sure that they are, as a result of Congres- 
sional action. 

Ms. REZMOVIC. I think grantees were unhappy with our coming 
in and looking at, for example, how many duplicate cases there 
were when, in fact, there was not a formal requirement for them 
to not have duplicate cases. One would think it would be a good 
idea not to count cases twice, but there was no requirement for 
them to avoid double cotinting before. There is now. 

Mr. DELAHUNT. Just one more question, Mr. Chairman. 
You know, this is very informative, and I think it is a good exer- 

cise, but, in terms of funding for LSC, it is my understanding that 
it is not based on case numbers, and that the formula for funding 
is predicated on the census. Am I correct? 

Ms. EKSTRAND. Grantees? 
Mr. QuATREVAUX. Each grantee's. Yes. 

Xt 01i>  /v\     *% 
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Mr. DELAHUNT. I'm sorry? 
Mr. QUATREVAUX. Each grantee's funding is based on census 

data. That's correct. 
Mr. DELAHUNT. SO that there wouldn't be any financial incentive 

to over-report statistics. Is that a fair statement? 
Mr. QuATREVAUX. I'm unaware of any. 
I want to answer your question on administrative systems and 

technology. 
In general, Legal Services grantees are not in the forefront of 

new technology, or even contemporary technology, and that is ap- 
parently an old problem. There are, I'm told, more than 70 dtf- 
ferent versions of case management systems out there, many of 
them no longer supported by the vendor. 

Mr. DELAHUNT. Seventy different case management systems? 
Mr. QUATREVAUX. That information I got from LSC management. 
I want to tell you, though, that I have a hypothesis, and it goes 

like this, and it is based on an experience I had in 1972 when I 
was assigned to the Oakland Army Base, which at that point was 
an enormous trans-shipment operation for resupply of Vietnam. 

Shortly after my arrival, I was informed that the provost mar- 
shal of the Army was coming with 100 agents because they be- 
lieved that there was phantom cargo and that they believed that 
there was organized crime involved and this was a systematic oper- 
ation. These shipments could not be located. 

And when the dust settled on that, what we found was we had 
a batch processing system where every time a piece of cargo moved 
a punch card had to be submitted to the central computer, but the 
cargo moved faster than the cards, so when the computer didn't 
have the right amswer somebody would dummy up a card to make 
it work. 

What happened was the cargo got shipped but the docimientation 
stayed in the inventory. 

And let me also point out to you that your grocery store, prior 
to the implementation of point of sale inventory systems, sdways 
used to have lousy inventories, and they had to do a physical in- 
ventory periodically to get it right. 

Now, that's what LSC grantees have to do, barring a techno- 
logical solution. 

Mr. GEKAS. Would the gentleman yield for one moment in the ex- 
tended period here? 

The gentleman asked what he thought our witnesses might know 
about the motivation, why would the people over-count? Does any- 
one dispute the humein factor of putting one's best foot forward, 
that these grantees and the people who were putting these statis- 
tics together wanted to show how busy they were, how many cases 
they were filling out, how overburdened they are? Wasn't there any 
kind of that conclusion drawn by the inspectors in this case? 

Mr. QuATREVAUX. Well, we didn't have any evidence of that, but 
I agree with you. The human factor is always there, and there's no 
performance measurement system that has been invented that the 
people subject to it do not attempt to game to their benefit. 

Mr. GEKAS. I have no further questions. 
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Mr. DELAHUNT. Just to reclaim my time, I just want to restate 
this because I want to be clear and I think it is important for mem- 
bers of this subcommittee. 

There is no financial incentive. I can understand the hum£ui mo- 
tive in terms of wanting to look good—we all want to look good— 
to over-report case statistics, because LSC funding is predicated on 
a census-based formula. 

Is that a correct, accurate statement? 
Mr. QUATREVAUX. I'm unaware of any financial incentives. 
Mr. DELAHUNT. Thank you. 
Mr. GEKAS. The time of the gentleman has expired. 
The time of the panel has expired. We excuse you with the 

thanks of the committee, and we also ask you to put on your record 
your assent to submit to any written questions that the members 
of the committee might forward to you. 

Mr. QUATREVAUX. The OIG would be happy to do that, Mr. 
Chairman. 

Ms. EKSTRANB. The General Accounting Office would be happy, 
as well. 

Mr. GEKAS. We thank the witnesses and we excuse them, again 
with our gratitude. 

We now empanel the second group of witnesses, who are, first, 
John McKay, president of Legal Services Corporation. Mr. McKay 
has served as president of the Legal Services Corporation since 
1997. Prior to that appointment, he was chair of the Equal Justice 
Coalition, a bipartisan organization comprised of nearly 100 Wash- 
ington community leaders and other groups. 

In the late 1970's, Mr. McKay was a legislative aid to former 
Congressman Joel Pritchard of the State of Washington, who is re- 
membered with great affection by many members, including your 
co-paneUst, Fm sure. President George Bush later appointed him as 
a White House Fellow. He also served as a special assistant to FBI 
director WiUiaun Sessions. 

Mr. McKay has been very active in the American Bar Associa- 
tion, where he served on the Association's Board of Governors suid 
its House of Delegates. 

From 1988 to 1989, he was president of the Yoiing Lawyers Divi- 
sion of the Washington State Bar Association. 

Joining him at the table is our former colleague, John Erlenbom, 
who is the vice chair of the board of directors of the Legal Services 
Corporation. He's also an adjunct professor at Georgetown Univer- 
sity Law Center. 

Mr. Erlenbom is former Member of Congress fi-om the State of 
Illinois. He served in the House from 1965 to 1985. During his ten- 
ure with the House, he was one of the drafters of the legislation 
that established the Legal Services Corporation. 

Mr. Erlenbom has previously served as Chair of the U.S. Depart- 
ment of Labor Advisory Council on Employee Welfare and Pension 
Benefit Plans, and is a former partner of the law firm of Seafarth, 
Shaw, Fairweather, & Geraldson. 

We welcome the panel. We open with the normal admonition to 
try to keep your remarks as well confined within 5 minutes as pos- 
sible, in the meantime accepting your written statements for the 
record without objection. 
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Well begin with Mr. McKay. Or would you prefer that Mr. Erlen- 
bom go first? 

Mr. MCKAY. Mr. Chairman, thank you. 
Mr. GEKAS. Then we'll do that. 
Mr. Erlenbom? 

STATEMENT OF HON. JOHN N. ERLENBORN, VICE CHAIR OF 
BOARD OF DIRECTORS, LEGAL SERVICES CORPORATION 

Mr. ERLENBORN. I thank the gentleman for yielding, and thank 
you, Mr. Chairman. 

It is a pleasure to be here to speak for access to justice for all 
Americans. 

This is the 25th year since President Nixon signed the Legal 
Services Corporation into law—^by the way, the last bill, Tm ad- 
vised, that he signed as President. Again, a little aside, the next 
biU that was signed was signed by President Ford on Labor Day 
of 1974. That was ERISA. Both of those bills I had a part in shap- 
ing. 

Over the years, we've estabUshed a strong record of achievement 
in serving the poor with their civil legal needs. As a result, we have 
buUt substantial bipartisan support in Congress. 

On behalf of the board of directors of the Legal Services Corpora- 
tion, I'm happy to report to you on the activities of the corporation. 
I'm very proud of the work of the corporation and how it success- 
fully manages its national legal services program. 

When I most recently joined the board, it was in the process of 
adopting the regulations to implement the restrictions wnich Con- 
gress was then enacting. 

Contrary to the false claims of opponents of the LSC, the board 
and the administration of the LSC was prompt and effective in en- 
forcing these restrictions. 

We've also successfially and vigorously defended the restrictions 
imposed by Congress 3 years ago in Federal litigation in both the 
Lash V. LSC case in Hawaii and the Velasquez v. LSC case in New 
York. 

When these cases were filed, by the way, the opponents to access 
to justice for the poor promptly charged that the LSC was trying 
to avoid enforcing the Congressional restrictions by the filing of 
these actions—this in spite of the fact that we were the defendants, 
not the plaintiffs. This is but one example of their habit of ignoring 
the facts in an attempt to put the LSC in a bad light. 

Recently, the LSC president, the board chairman, and I testified 
in the Appropriations Subcommittee on the fiscal year 2000 appro- 
priation for the corporation. The issue of case statistics reporting 
was raised. I beUeve that it was made quite clear that the grantees 
who reported the statistics have nothing to gain, since the poverty 
population in their service area was the criteria for allocating 
grants. 

It was also clear that the LSC merely compiled the numbers 
without change. 

In spite of the facts, as clearly shown in the testimony before the 
subcommittee, one of the subcommittee members pointed at the 
president, the chairman of the board, myself, and said, "You are 
cooking the books." 
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The LSC inspector general and the Greneral Accotinting Office, in 
their written reports and again today in testimony, nave both 
issued reports on case reporting. Neither have found fraud or in- 
tentional misrepresentation. 

At one time, I sat on the other side of this table, and I had some 
of the same concerns about the Legal Services Corporation that 
some of you may have had. I was involved initially in managing the 
legislation that created the Legal Services Corporation diuing, by 
the way, the Nixon Administration, and it was an Administration 
proposal. 

Over the course of the years, I was disturbed by some of the 
things that were being done by the LSC grantees. These issues 
were politically sensitive, such as redistricting, reapportionment, 
suing State, county, and city ofQcials. The day-to-day needs of the 
poor were not necessarily being served by that, in my opinion. 

Today, however, the Corporation is a different organization than 
it was a few years back. I have twice served on the board of the 
corporation. In 1989, I was appointed by President Bush, and about 
3 years ago I was appointed by President Clinton. 

These two periods of service are starkly different. In 1989 and 
1990, about half of the board was dedicated to destrojdng the LSC, 
the other half to saving it. The president of the LSC at that time 
was on the side of those seeking to destroy it. 

They did not win, but it was a trying time to be on the board. 
Having joined the board about 3 years ago, I can tell you that 

now we are all working together in a bipartisan manner. We are 
all dedicated to seeing that the will of Congress is carried out. 

We were successful in the two cases I mentioned earlier, and we 
won with the aid of pro bono attorneys. We've adopted strict regu- 
lations to implement the restrictions that Congress adopted. 

I believe that the record of the LSC in recent years fully justifies 
the confidence of Congress. The cause of access to justice justifies 
a substantial increase in the appropriations needed to accomplish 
that goal. 

Thank you, Mr. Chairman. 
Mr. GEKAS. We thank the gentleman. 
[The joint prepared statement of Mr. Erlenbom and Mr. McKay 

follows:] 

PREPARED STATEMENT OF HON. JOHN N. ERLENBORN, VICE CHAIR OF BOARD OF DI- 
RECTORS, LEGAL SERVICES CORPORATION AND JOHN MCKAY, PRESIDENT, LEGAL 
SERVICES CORPORATION 

INTRODUCTION 

Mr. Chairman and Members of the Subcommittee, thank you very much for the 
opportunity to testify. The Legal Services Corporation ("LSC or "the Corporation") 
welcomes this opportunity to address the House Judiciary Subcommittee on Com- 
mercial and Administrative Law which has oversight responsibility for the Legal 
Services Corporation. The Legal Services Corporation is a private, non-profit cor- 
poration, created by Congress to seek to ensure equal access to justice for all by sup- 
porting the provision of civil legal assistance to those who otherwise wotild not be 
able to afford it. For Fiscal Year 1999, Congress appropriated $300 million for LSC, 
$289 million of which the Corporation is using to nind 257 grantees throughout the 
nation and its territories. The Corporation uses less than 3% of its total appropria- 
tions for its own management and administration. 

On behalf of the Board of Directors of the Corporation and its Management Team, 
we are pleased to report on the record of accomplishment the Corporation has com- 
piled over the past six years. We take particular pride in the Corporation's imple- 
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mentation and enforcement of the Congressional restrictions enacted in 1996, as 
well as our management initiatives to promote the highest and best use of federal 
funds in every state and encourage competition for legal services grants. The LSC 
Board and staff are committed to its mission as defined by the LSC Act: to promote 
equal access to oiir system of justice for low-income people throughout the United 
States. 

In his remarks in August, Chairman Gekas stated that this oversight hearing 
would be about accountability: a careful review of the facts to assure Congress and 
the American people that LSC funds are used to serve the poor and guarantee them 
access to the courts. He also urged that accountability for these goals by all profes- 
sionals in the civil equal justice community be part of the next era of LSC. We are 
here to demonstrate, by our record since 1996 and by our open and complete co- 
operation with the fact-finders looking into the case service reporting issues, that 
accountability—and credibility—are central to the present era of LSC. 

RECORD OF ACCOMPLISHMENTS, 1996-99 

1. Competition. The role of LSC is to manage and oversee the federal funds that 
support tne direct provision of legal services by some 257 grantees across the nation 
and its territories. Since 1996, the Corporation has used a system of competition for 
f rants to promote the economical and effective deUvery of legal services, as required 

y § 1007(aK3) of the Legal Semces Corporation Act. We encourage local legal serv- 
ices providers and others to compete for available grants by broadly circulating in- 
formation about the availabihty of grant funds and by providing outreach and tech- 
nical support to potential appUcants. 

In the competition process, LSC evaluates applications according to estabUshed 
quality standards ana awards grants to the applicants best able to provide high- 
quaUty legal services in accordance with applicable legal requirements. LSC sJso 
uses the competition process to promote increased volvmteer private attorney in- 
volvement and to expand public-private partnerships, through which other resources 
can be secured to build upon federal funding. During the grant period, LSC works 
with successful applicants to improve areas identified in the competition process as 
requiring development. 

In 1999, our fourth year of competition, we received grant applications fixini 169 
appUcants for 217 service areas in 41 states and the District of Columbia. There 
were multiple applicants in five (5) service areas. These FY 2000 grant decisions 
will be made this November. Seventy-three cxirrent recipients whose grants were 
not up for competition this year were subject to a grant renewal process to ensure 
their continued compliance with grant conditions. 

Competition has resulted in improved legal assistance to our cUent community. 
First, it ensures the most effective and efficient applicant in each service area is 
awarded the grant to deliver legal assistance to low-income persons. While competi- 
tion between more than one applicant for a service area is rare, the process has al- 
lowed for several changes in legal services providers in the last four years. Most re- 
cently, a new applicant successfully competed with an LSC grantee of long-standing 
to take over the provision of legal assistance in a large, metropolitan area in the 
mid-west. Second, the competition process identifies weaknesses and strengths of 
programs. When necessary, programs are visited, short fiinding periods are initiated 
ana improvement efforts are undertaken. This process has led to important improve- 
ments and, where reform was not forthcoming, to the replacement of providers. 
Third, through the use of technology, LSC is developing the capacity to analyze ap- 
plication data in order to identify significant statistics regarding the programs; for 
example, where programs are most successful in leveraging non-LSC! funding. Fi- 
nally, the state planning process, which is a component of the competition process 
and will be explained in more detail below, asks pro-ams and other legal services 
providers in each state to work together to more effectively deliver services. Com- 
petition has already led to the growth of centralized intake systems, to more con- 
sumer education and self-representation projects, and to more effective pro bono ef- 
forts. 

2. State Planning. LSC, as a major funder for equal access to civil justice in every 
state, has a duty to stimulate the most effective means of delivering legal services 
to low-income and vulnerable people. We are committed to effective and meaningful 
partnerships with our grantees and the broader civil justice community. We are also 
obligated to ensure that our investment promotes the efficiency and effectiveness of 
client service and complements the efforts of other civil legal services providers. 

Beginning in February 1998, the Corporation has required all grant recipients to 
participate in a process to develop and implement a comprehensive, integrated 
statewide dehvery system, in every state. The goals of this process are to ensure 
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to meet pressing client needs; that there are enough opportunities for training and 
information sharing between programs; that pro-ams are keeping up with emd 
using new technology; and that programs are working together to increase resources 
and develop new initiatives to expand the scope and reach of their services. In con- 
cert with all stakeholders, each LSC-funded program must, therefore, assess the 
strengths and weaknesses of the current approach in their state, establish goals to 
strei^then and expand services to eligible clients, and determine the major steps 
and a timetable necessary to achieve those goals. Our overall objective in this proc- 
ess is to promote the bluest and best use of federal dollars in every state system. 
LSC will continue to review pro-am configuration in all states and promote pro- 
gram collaboration and/or consolidation where it appears that federal funds could 
be used more effectively and efficiently by programs or joint eflTorts serving broader 
areas or entire states. In addition, while configuration is often the most visible com- 
ponent of the state planning efforts, it is only one of several strategies to available 
to achieve these goals. Therefore, LSC will seek to identify, test, and evaluate other 
new strategies to enhance the effectiveness and quality of legal services, and to pro- 
mote use of promising strategies. 

3. Regulations. Development of regulations is a mtgor function of the Corporation 
and is vital to the oversight of the grant system. Since 1996, LSC has revised and 
issued finad rules affecting 24 parts of its regulations. For example, in 1996, the 
Corporation issued three rules affecting timekeeping requirements, prohibiting rep- 
resentation in drug-eviction cases, and estabHshing a system of competition for its 
grants—all before the 1996 legislative reforms became law. Subsequently, the Cor- 
poration approved 14 regulations by July 1996 to place into effect the 1996 legisla- 
tive reforms passed in April of that year. Since that time, the Board and LSC Man- 
agement have worked diUgently to see that all the Congressional reforms are 
promptly implemented through regulation and that poUcy guidance in other areas 
18 kept up to date and is in fiul conformance with the law. 

4. Enforcement of Congressional Restrictions. We are committed to ensuring that 
laws passed by Congress are fully complied with by our grantees. In 1996, Congress 
imposed new, and expanded existing, restrictions on the types of activities in which 
LSC grantees may engage to refocus the LSC delivery system on serving individual 
clients with particular legal needs. Legal services attorneys are not permitted to ini- 
tiate or participate in class actions. They may not challenge or engage in any activ- 
ity to reform the welfare system. They may not engage in direct or grassroots lobby- 
ing on behalf of their clients, although they are permitted to use non-LSC funds to 
respond to written requests of officials for information or testimony and to partici- 
pate in pubhc rulemaking processes. For cases and claims initiated after April 26, 
1996, they may not collect court-awarded attorneys' fees. Litigation on behalf of 
prisoners and representation of undocumented and other categories of aliens are 
also prohibited. Other requirements addressed redistricting, cases involving eviction 
firom public housing of individuals charged with or convicted of drug violations, ad- 
ministrative lobbying, and the direct solicitation of clients. Unlike past efforts to re- 
direct the work of legal services, these provisions apply to all of the funds of a recip- 
ient, with few specified exceptions. 

The Corporation has made every effort to ensure that these restrictions are fol- 
lowed by all of our grantees and that the mandate of Congress, as enacted in LSC's 
FY 1996 appropriations legislation, is being carried out. This Administration has 
not hesitated to take strong actions when grantees have failed to comply with the 
law or LSC regulations. Fiscal sanctions have and will continue to oe imposed, 
where necessary and appropriate, up to and including termination of the grant in 
its entirety. For example, in 1997 LSC investigated the Texas Rural Legal Aid 
("TRLA") for its involvement in a lawsuit challenging absentee voting by non-resi- 
dent military personnel in a local election. Although TRLA promptly withdrew from 
that case. LSC determined that TRLA had violated the legal restriction against 
claiming attorneys' fees and, therefore, admonished the program and recovered the 
$7,500 in costs related to the filing of the case. In 1998, the Corporation withdrew 
funding firom the Legal Aid Society of Alameda County based on its determination 
that the program lacked the management and leadership capability necessary to en- 
sure compliance with the law and Corporation policies. The lack of proper oversight 
at the program had been documented by the Cforporation's Office of Inspector Gen- 
eral and in an on-site review conducted by LSC s compliance specialists. Another 
legal services provider was found for the Alameda service area. Most recently, LSC 
recovered $17,000 in LSC funds fi^m the Farmworker Legal Services of North Caro- 
lina ("FTiSNC") beised on its investigation finding a violation of the law by the rep- 
resentation of aliens who were never present in the United States. LSC also oi- 
rected that its migrant funding grant be withdrawn from FLSNC and administered 
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directly by the Legal Services of North CaroUna under strict procedures to improve 
management, administration, and oversight of the migrant funds. 

The sum of these actions are indicative of LSC's commitment to active grant man- 
agement to maximize the use of its federal funding and ensure the integrity of the 
programs entrusted to it. 

5. LSC Response to Lawsuits Challenging Congressional Restrictions. The Cor- 
poration has vigorously and successfully defended its regulations and the underlying 
statutory provisions in two lawsuits challenging their constitutionality, Legal Aid 
Society of Hawaii v. LSC (U. S. District Court, District of Hawaii) and Carmen 
Velazquez et al. v. Legal Services Corporation (U.S. District Court, Eastern District 
of New York). 

A three-judge panel of the U.S. Circuit Court of Appeals for the Ninth Circuit 
ruled on May 19, 1998, in favor of LSC on the appeal m LASH. It unanimously re- 
affirmed the ruling of the U.S. District Court in Hawaii that the application of LSC 
restrictions to a recipient's non-LSC fiinds does not violate the plaintiffs' First 
Amendment rights of free speech and association. Retired Justice Byron White 
wrote the opinion for the panel, which concluded that LSC's regulations complied 
with precedents set in the 1991 Rust v. Sullivan case regarding restrictions on fed- 
erally-funded programs. The Supreme Court has denied certiorari in that case. 

On January 7, 1999, the Second Circuit upheld as constitutional virtually all of 
the statutory restrictions on the use of funds by LSC's grantees that were chal- 
lenged in Velazquez v. Legal Services Corporation. In Velazquez, the panel was di- 
vided solely with respect to a proviso to the restriction on litigation involving wel- 
fare reform. The majority found that the proviso to the exception for "suits-for-bene- 
fits" that bars challenges to existing welfare reform laws impermissibly discrimi- 
nates on the basis of viewpoint—that is, it permits representation only if it favors 
the status quo over change. The dissenting judge on the panel would, have found 
the entire welfare reform provision—including the "suits-for-benefits" proviso—to 
pass constitutional muster under Rust—a view shared by the Corporation and, it 
appears, the Court of Appetils for the Ninth Circuit. The Second Circuit has denied 
rehearing and the Corporation expects to pursue its partial appeal of Velazquez to 
the Supreme Court. 

6. Compliance Monitoring. The Corporation's FY 1996 appropriation also man- 
dated a new system for oversight of program compliance. The principal mechanism 
for checking grantee compliance with all statutoiy and regulatory requirements and 
restrictions is now the grantee's annual audit. These audits are conducted by Inde- 
pendent Pubhc Accountants ("IPAs"), under the guidance and oversight of LSC's 
OIG. LSC Management retains responsibility for interpreting applicable law and 
regulations, investigating complaints, and enforcing compliance. Management 
worked cooperatively with the OIG to implement the new system, which is now fully 
in place. 

The results to date demonstrate general, substantial compliance by grantees with 
the new Congressional requirements and restrictions. As reported by the GIG in its 
Recipient Audit Reports for 1998, the IPAs did not report any cases of noncompli- 
ance with statutory prohibitions or restrictions on the types of matters for which 
legal assistance may be provided.* 

THE CSR ISSUE 

The Corporation acknowledges that serious questions have been raised concerning 
the accuracy and validity of the case service report (CSR) data submitted annually 
by our grantees. The Corporation is aware that problems exist in the statistical re- 
ports received and is making every effort to identiiy and correct those problems. The 
problems identified stem, in part, fixim a lack of clarity in some of the Corporation's 
case reporting guidehnes and, more generally, from insufficient attention by grant- 
ees to the existing reporting and documentation requirements. 

It should be kept in mind that the issue is largely one of grantee compliance with 
technical, administrative guidance on how and when to report certain activities. In 
no instance has the Corporation, its Inspector General, or the General Accounting 
Office, identified any fi-aud or intentional misrepresentation by any of the grantees 
in their compilation and reporting of this data. Nor have these or any of the finan- 
cial and compliance audits conducted under the auspices of the OIG indicated that 
taxpayers' dollars were being grossly misspent by the grantees. In its public report- 
ing of activities, which includes CSR data reported by its grantees, the Corporation 
did not intentionally deceive or mislead the Congress in order to secure for itself 

' "Results of Recipient Audit Reports for the Year Ended December 31, 1998." Final Reoort 
No. AU99-016. July 1999. '^ 
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and its grantees increased funding, nor did it attempt at anv time to hide from the 
public or Congress the problems which were emerging in the CSR system and its 
efforts to correct these deficiencies. Rather, the Corporation views the issues con- 
cerning the CSR data to be akin to those encountered by many government entities 
as they attempt to meet the goals envisioned by the Government Performance and 
Results Act ("GPRA"). 

1. Self-initiated Review of CSR Data. The Corporation's review of its CSR data 
was an outgrowth of its ongoing oversight responsibilities and became integral to 
its voluntary strategic planning process. Although not subject to the Grovemment 
Performance and Results Act , the Corporation shared the aspirations of that law 
to rationalize the budget and appropriations processes bv tying funding into objec- 
tive measures of the agency's periormance. In November 1997, the LSC Board 
adopted its first Strategic Plan for FY1998-2003. That plan is currently being re- 
vised—as are the initial plans submitted by many governmental entities. As re- 
cently reported by GAO, most federal agencies are far from meeting the goals set 
by GPRA for perwrmance data on which the Administration and Congress can rely 
in setting budget amounts and appropriations levels. Nonetheless, the Corporation, 
having embarked on the path laia out by GPRA, recognized the need to assess the 
data currently available on grantee activity for its accuracy and adeqiiacy as a 
measure of the Corporation's performance. This task fell initially to the Inspector 
General, who planned to perform ntmierous site visits during 1998 to assess the 
CSR system. 'Two factors shaped the pltmning process at that time: the forward 
looking nature of the objective—that is, how will the system function in the vear 
2000 and beyond as a performance measure—and the focus on systemic problems 
rather than the accuracy of any particular data submission. Hence, the plan was 
to identify the tjrpes of errors to which the current case reporting system may be 
prone in order to eliminate those errors system-wide. It was not designed to validate 
or test the accuracy of the national totals of cases handled by grantees in 1997. 

2. 77i€ CSR Problem Assessment. What the Corporation and its Inspector General 
found when they began the assessment of the CSR system was a 20-year-old report- 
ing structure, the guidance for which had not been updated since 1993. The report- 
ing system rested on the definition of a "case." However clear and meaningful the 
definition of a case may have been in the past, it was evident that the definition 
had not kept pace with the changes in the service delivery systems. As the pace of 
the evolution of service delivery systems and the configuration of grantees acceler- 
ated following the funding cutbacks and program reforms in 1996, and spurred on 
by the technological revolution, the reporting of grantee activity solely on the basis 
of "cases" was becoming increasingly inadequate, resulting in inconsistent and inac- 
curate reporting. 

Moreover, routine, on-site reviews of grantee activity reports has been lacking 
since 1995. Because the grant activity reports of which the CSRs were a part were 
neither a statutory nor regulatory requirement, the IPAs were not charged with de- 
termining grantee reporting compliance. During 1996 and 1997, the Corporation's 
enforcement capacities were devoted primarily to compliance with the 1996 legisla- 
tive reforms, following up on compliance referrals from the Office of Inspector Gen- 
eral, and investigating complaints. Its staff oversaw the transition efforts in 1996 
to ensure that the LSC fiinded programs properly and timely withdrew from some 
630 class actions, 428 cases involving prisoners, 2,991 inelinble alien cases, and oth- 
erwise conformed their policies and practices to the law. There were few resources 
available to systematically oversee administrative requirements such as CSR data. 
Nonetheless, in early 1998, the Corporation did investigate a complaint which had 
been referred by its Inspector General alleging a grantee was purposefully inflating 
its CSR data. While that investigation did find problems with the grantee's report- 
ing of cases, it did not find any intentional misreporting, fraud or mismanagement, 
and the system errors were corrected by the grantee prior to the submission of its 
1997 CSR data. 

As these concerns surfaced, the Corporation decided as an initial step to reissue 
the 1993 CSR Handbook in May, 1998, with additional guidance on particular areas 
which were considered to be most prone to error. In general, programs were directed 
to review their own reporting procedures and practices to ensure they conformed to 
the Handbook and to ensure that all branch offices were aware of and were follow- 
ing these procedures. Programs were reminded not to report financially or otherwise 
ineUgible clients, referrals of ineligible cases or cases for which no legal work was 
performed, and cases wholly funded with non-LSC funds. Recognizing that the guid- 
ance would not affect the 1997 CSR data which had already been submitted by the 
grantees, the Corporation sought to heighten the awareness of grantees to the CSR 
requirements and focus their attention on potential problem areas. As previously re- 
ported to Congress, a number of grantees did voluntarily submit corrections to their 
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1997 CSR data during 1998. During the course of the year, as more information be- 
came available to the Corporation about the nature and scope of the problems with 
the CSR data, LSC undertook substantial revisions to the CSR Handbook, which 
was issued in November, 1998. 

3. On-site Reviews. The Inspector General began the field work for the six pro- 
grams selected for the CSR audits in April, 1998, tmd completed the field work by 
November, 1998. Following government auditing standards, the OIG established the 
criteria by which the grsmtee's CSR system would be audited and the results re- 
ported. The following chart identifies the six programs reviewed by the OIG, the 
month in which the field work was completed, the month in which the final report 
was issued, and the error rate attributed to closed cases: 

Program Field Visited Work Completed Final Report 
Issued 

Error Rate for 
Closed Cases 

Legal Services of Northern Virginia 
Gulf Coast Legal Foundation (Houston) 
Legal Action of Wisconsin, Inc. 
Legal Aid Society of San Diego 
Prairie State Legal Services (IL) 
Legal Services of Greater Miami, Inc. 

May 1998 
June 1998 
July 1998 

October 1998 
November 1998 
November 1998 

October 1998 
July 1999 

August 1999 
March 1999 

May 1999 
March 1999 

13% 
22% 

6% 
68% 
6% 

76% 

In the course of these audits, the Inspector General identified a number of com- 
mon causes to errors in reporting the number of closed cases. Most, but not all, pro- 
grams had failed to timely close cases, thus counting a case as closed in 1997 wnen 
it should have been closed in a prior year. Another error common to many programs 
was the counting as a case applicants for service who were referred to another pro- 
vider or who otherwise did not receive legal assistance which met LSC's definition 
of a case. Most, but again not £dl, the programs had counted some cetses more than 
once—although the reason for the duplication varied. For example, one program 
counted the same case as closed at the time it referred the case to the provider of 
its private attorney involvement ("PAI") program and again when the PAI provider 
closed the case. Another program counted as separate cases subsequent client con- 
tacts even though it involved the same legal issue. Most progreims also had a higher 
error for their open case count than for their closed case count. For all programs, 
the primary contributor to the open case error rate was the grantee's failure to time- 
ly close cases. Finally, while not included by the Inspector General as a misreported 
case for CSR pxirposes, the lack of adequately documented financial eligibility, par- 
ticularly with respect to a client's assets, and the absence of signed citizen attesta- 
tion forms were noted in a number of the reports. 

The audits conducted by the Government Accounting Office and reported in June, 
1999, confirmed the Inspector General's findings as to the factors causing systemic 
errors in grantee case reporting. The GAO visited five large programs: Puerto Rico 
Legal Services, Inc., Legal Services for New York City, Legal Aid Foundation of Los 
Angeles, Legal Assistance Foundation of Chicago, and the "Legal Aid Bureau, Inc. 
in Baltimore, Maryland. Overall, the GAO deemed questionable approximately 34% 
of both open and closed cases reported by the five grantees. The percentage of ques- 
tionable cases for individual programs ranged from 7% to 42%. A problem common 
to all projgrams was the untimely closure of cases, although again the extent of the 
problem in any particular program varied from under 4% in one program to over 
30% in another. The GAO audits also confirmed that documentation problems, as 
noted by the earlier Inspector General reports, were widespread. Overall, the GAO 
questioned between 5-9% of the cases reported because of the lack of adequate fi- 
nancial eligibility documentation and between 7-24% of the cases for lack of citizen- 
ship or alien status documentation. It should be noted that GAO concluded only that 
the case files failed to contain the documentation necessary to confirm the eligibility 
status of the clients served; it made no determination as the eligibility or ineiigibif- 
ity of any these clients. 

4. LSC's Corrective Action. As the audit information rolled out during 1998 and 
well into 1999, the Corporation gsdned a fuller understanding of the extent of the 
CSR data problem and its complexities. Even though quantifiable data was lacking 
during most of 1998, the Corporation had sufficient information to begin taking ac- 
tions to address the problems. As previously noted, the Corporation reissued its CSR 
instructions to all grantees, calling their attention to problem areas known at that 
time. Recognizing that more action was needed to improve the CSR system, LSC 
has provided additional written guidance to the field, mcluding a substantial revi- 



sion to its CSR instructions, conducted training sessions on that guidance, required 
all grantees perform a self-inspection of their CSR data, followed up with grantees 
where corrective action was found necessary, and has increased its on-site presence 
to test grantee compliance. 

However, at the time it released the Factbook in June, 1998, summarizing the 
1997 CSR data along with other information gathered from the grantees, LSC had 
only the preliminary feedback from the Inspector General on the site visit in North- 
em Virginia, information from two complaints investigation, and some anecdotal in- 
formation concerning problems in a limited number of other grantees. None of this 
information suggested a nationwide problem in case reporting errors or provided 
any basis on wmch to extrapolate the findings to the case data compiled nationallv. 

Indeed, at no time during 1998, did the Corporation have sufficiently quantifiable 
data to consider tunending the national case statistics reported in the Factbook. In 
particular, during the summer months when the House Subcommittee and Commit- 
tee were marking up the Corporation's FY99 appropriations, the Factbook contained 
the beat and most current information available to the Corporation and the public 
as to the level of activity as reported by its grantees. Moreover, it was not evident 
at the time what effect, if any, the CSR data nad on the deliberations on the appro- 
priations levels for the Corporation and its grantees. 

Year Number of 
Cases* 

% 
Change Year Fiscal 

Appropriations* 

House 
Committee 
% Change 

Appropriations* 
House Floor 
Action % 
Change 

1992 
1993 
1994 
1995 
19% 
1997 

1.56 
1.62 
1.69 
1.66 
1.43 
1.46 

+3.5% 
+4.3% 
-1.7% 
-14% 

+2.5% 

1994 
1995 
1996 
1997 
1998 
1999 

$415 
278 
141 
141 
141 
141 

-33% 
-49% 

No Change 
No Change 
No Change 

$415 
278 
250 
250 
250 
250 

33% 
-10% 

No Change 
No Change 
No Change 

*AII amounts in millions 

Although firm information in the way of final reports was lacking, the Corpora- 
tion was receiving useful information from the Inspector General's visits. This infor- 
mation was used to identify areas which needed to be corrected by improved policy 
guidance and more effective training at the grantee level. In November, 1998, the 
Corporation substantially revised the CSR Handbook to address the problems which 
had surfaced over the year and to emphasize to the grantees the importance of accu- 
rate case statistical reporting. The primary revisions that were made applicable to 
1998 CSR data to be reported in March 1999 were the clarifications on the timely 
closing of cases aad management oversight of case service reports. Grantees were 
again reminded not to count as cases activities solely supported by non-LSC funds, 
cGents not elieible for LSC-funded assistance, and applicants that are referred with- 
out other legal services being provided. 

In addition, a number of changes were to be made effective for the 1999 CSR data 
to be submitted in 2000. In general, all grantees were expected then to have fully 
automated their case management systems, have procedures to screen for duplicate 
cases, and separately reporting cases handled by PAI providers from those handled 
directly by the grantee. Another significant change was the requirement to report 
all cases which would be eligible for LSC services, regardless of funding source. It 
has been suggested that this change may cause an artificial increase in the number 
of cases reported through the CSR system. The purpose of the change is to achieve 
better accuracy and more consistency in the reporting of work facilitated by LSC 
ftinding. Our grantees have successfully leveraged their federal funding by attract- 
ing other private and pubhc sources of^ funding. Grantees use their mix of funding 
in a variety of ways, and the current CSR system does not consistently collect and 
identify much of this efibrt on behalf of eligible clients. The revised reporting re- 
ouirement should bring more uniformity to the collection of data as that relates to 
tne eligible population. By using the grantees' funding information, we will be better 
able to factor from this more complete universe of data the work that can reason- 
ably be attributed to LSC's funding. 

"The Corporation followed up the issuance of its 1999 CSR Handbook with a train- 
ing sessions in December 1998, March and April 1999, and with additional written 
guidance issued in February, March and July, 1999. 

In order to test the effectiveness of the Corporation's efforts in 1998 to correct de- 
ficiencies in the CSR system, the Inspector General decided to concentrate on 1998 
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data in six audits planned for 1999. The Corporation augmented these audits by 
dedicating its compliance staff resources in 1999 to perform on-site follow up on 
CSR audit referrals by the Inspector General's Office or the GAO and to conduct 
compliance reviews at additional locations. To date, the Corporation's compliance 
staff has conducted six on-site visits to programs to evaluate their CSR systems and 
has plans to visit six other programs by years' end. In addition, they have completed 
foUow up reviews at four programs and plan on at least one more follow up review 
before the end of the year. Most recently, the compliance staff has been on-site at 
the Legal Aid Bureau of Maryland to work through procedures to ensure the access 
to materials necessary to a review of CSR compliance without implicating privileged 
materials. 

Recognizing that even with the increase in the Corporation's physical presence at 
its grantees, it could not expect to cover all or even a significant percentage of its 
grantees. Therefore, in May, 1999, the Corporation directed all of its grantees to 
conduct a detailed self-inspection of the grantees' 1998 CSR data. The grantees were 
to certify to the Corporation by July 1, 1999, that their 1998 CSR data were sub- 
stantially accurate—defined as 95% correct. 

The self-inspection process served to focus grantee attention and resources on 
their CSR systems. The mjgority of the grantees were able to certify their submis- 
sions of 1998 data according to the Corporation's requirements. However, 60 grant- 
ees are currently unable to certify as to the accuracy of their 1998 CSR data, includ- 
ing m£my of the Corporation's largest programs. Each of these programs was re- 
Quired to identify the primary factors contributing to their error rates and to advise 
tne Corporation as to what action they intend to take to correct these problems in 
the fiiture. The Corporation is currently following up with each of the programs still 
experiencing deficiencies to ensure effective action is being taken to correct their 
CSR systems. LSC is also going on-site at both certifying and non-certifying grant- 
ees to test the validity of the self-inspection process. 

Based on the certifications submitted, the Corporation has estimated the number 
of closed cases in 1998 to be approximately 1.1 million. In estimating the number 
of closed cases, the Corporation has adjusted downward all certified data submitted 
by its grantees by the maximum 5% error tolerance allowed and, further, has ad- 
justed downward the data submitted by the non-certifying grantees by the particu- 
lar error rates reported by or attributed to these programs. Thus, based on its cur- 
rent information, the Corporation is confident that the count of 1.1 million closed 
cases does not overstate the level of this activity in 1998. 

In September, 1999, the GAO critiqued the Cforporation's corrective actions to date 
and concluded that its actions were not sufficient to correct the problem. Based on 
a telephone survey with some 80 grantees, the GAO concluded that certain policy 
areas require more clarification, that more effective communication and training on 
the new CSR policies are required, and that the certification process could be im- 
proved by more adequate sampling in the smallest programs and more uniformity 
in the certification process. The Corporation generaUy agrees with these rec- 
ommendations and is moving to implement them as expeditiously as possible. 

The Corporation has recently begun receiving feedback from the Inspector Gen- 
eral based on the site visits in 1999 to the Monroe County Legal Assistance Cor- 
poration in New York, the Philadelphia Legal Assistance Center, the Legal Aid Bu- 
reau, Inc. in Baltimore, Maryland, the Legal Services of Eastern Missouri, Inc., the 
Legal Services of North Texas, and the Volunteer Lawyers Project of the Boston Bar 
Association. These reports indicate that, with the exception of the Boston program, 
the CSR error rates for 1998 data continue to be unacceptably high. Untimely clos- 
ing of cases, counting as cases applicants who receive no substantive legal assist- 
ance, and counting duplicate cases continue to be an issue. It is apparent fivm the 
persistence of the first two types of error that LSC's guidance may have come too 
late in thevear to have had the intended effect on reducing or eliminating these 
problems. The Handbook was not expected to have had any significant effect on du- 
plicate cases as the systematic screening for such errors was to go into effect in 
1999. In addition, a new problem area involving the failure to take the appUcant's 
name during intake has arisen; however, this appears to be isolated to two pro- 
grams and has not been encountered elsewhere. On the positive side, the Corpora- 
tion is encouraged by the Boston program's clean CSR auoit. 

The Corporation is also encouraged by a number of programs which underwent 
audits of tneir 1997 CSR data that were able to certify the accuracy of their 1998 
CSR data. In addition, a number of other programs, although they were not able 
to certify that their 1998 CSR data met the 95% accuracy standard, reported prom- 
ising reductions in their error rates. However, clearly more needs to be done. 

5. The Corporation's Future Plans. While significant progress has been made, the 
Corporation agrees with GAO and others that more needs to be done. The Appro- 
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priations Committee has made clear its expectations that the 1999 CSR data will 
be reported to Congress by April 30, 2000, and has issued a mandate to the Inspec- 
tor General to validate that data. Tlie Corporation is committed to seeing that this 
problem is corrected and to carrying out the directives of this Congress. 

With regard to the individual programs with continuing high error rates in their 
CSR data, the Corporation will pursue the corrective action plans submitted by 
these programs to ensure that the actions are promptly taken and efTectively ad- 
dress the problems identified. The Corporation is prepared to take additional steps 
as necessary Etnd appropriate with any program that fails to adequately address 
their problems. 

In accord with the advice find recommendations by the GAO, the Corporation will 
do its part in assiiring the grantees are provided fiill and clear guidance on CSR 
reporting poUcies and that their case management systems comply with operational 
standards to be issued by the Corporation. The Corporation will seek to find more 
opportunities and more innovative methods of ensuring that its guidance is ade- 
quately communicated to the necessary personnel at each of its grantees. 

The Corporation intends to continue its efforts in the field to make compliance 
with CSR procedures a priority for all of its grantees. However, in view of its limited 
resources, the Corporation will ask programs to repeat their self-inspections in 2000 
and certify as to accuracy of the 1999 CSR data being submitted. The Corporation 
will incorporate into this self-inspection process the improvements recommended by 
the GAO, including a4justing the sample sizes required and providing more uniform 
reporting mechanisms for the certifying and non-certifying programs. In addition, 
the Corporation will endeavor to validate the self-inspection process in order to have 
the requisite confidence in the data submitted. Finally, the Corporation will adjust 
the timing of the submission of the 1999 CSR data to ensure its compliance with 
Congressional direction to have the activity data reported to it by April 30, 2000. 

All of these efforts will be directed at ensuring the accuracy of the 1999 CSR data. 
As great as these efforts are, the Corporation has not lost sight of—and it urges 
the Congress not to ignore—its original goal: the development of adequate and 
meaningful performance measures for its strategic planning purposes. Throughout 
this process, the Corporation has been mindful that however accurate the count of 
"cases" by its grantees, that alone will not suffice to measure their performance or 
that of the Corporation. We know that grantees provide a range of meaningful serv- 
ices to clients that is not being captvired by the definition of a case. Moreover, the 
current reporting system fails to answer the question as to the benefits being re- 
ceived by the clients and, more importantly, what need exists that is not being met. 

As with many other governmental entities, LSC is finding that these are not easy 
questions to answer. Nonetheless, this Board and the LSC management is commit- 
ted to improving the reporting system to begin addressing needed performance 
measures. As an initial step, we are canvassing all our grantees to determine what 
additional sources of data currently exist and their experiences with measuring 
service outcomes and unmet needs. The Corporation is assessing the need for pilot 
programs to test and perfect new data collection mechanisms. While this will re- 
quire much time and effort on the part of Corporation staff and its grantees, the 
benefits fix>m the strategic planning process are substantial and we remain commit- 
ted to achieving its goals. This Committee has our assurances that the design and 
collection of objective performance measures are and will remain a priority of the 
Corporation. 

CONCLUSION 

We welcome the Committee's interest in seeing that adequate accountability ex- 
ists for the funding and functions entrusted to the Corporation. More importantly, 
we share the Committee's desire to assure the American people that the Corporation 
and its grantees are working to ensure the goals of equal justice for the poor of this 
Nation and maintaining their access to the courts throughout the land. The Cor- 
poration and its staff have dedicated themselves to these principles and to carrying 
out, to the best of its abilities, the mandates entrusted to it by Congress. Through 
this process. Congress bets provided LSC with a clear mandate on its data collection 
and reports to Congress. As in the past, LSC intends to fulfill this mandate. 

Mr. GEKAS. We turn to Mr. McKay. 
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STATEMENT OF JOHN McKAY, PRESmENT, LEGAL SERVICES 
CORPORATION 

Mr. MCKAY. Thank you, Mr. Erlenbom. Thank you, Mr. Chair- 
man, Ranking Member Nadler, members of the subcommittee. 

I am very pleased to be here before you today to have this oppor- 
tunity to report on the activities of the Legal Services Corporation 
and to dispel the claims of fraud that were made by some during 
this year's appropriations process. 

I'm also here today to acknowledge to you that we do have inac- 
ciu"acies in our system and that we are taking steps, as outlined 
by independent auditors which you previously heard from, and 
steps I will also indicate that we are taking internally to LSC to 
address those inaccuracies in our data. 

And I'm also here to pledge to you to work with the committee 
and the staff and the Congress to make certain that the data Con- 
gress gets is accurate, reUable, and the true performance indicator 
of the work done by our lawyers, by our stafif, and by our many vol- 
unteers across the United States. 

I think that our vice chairman, Mr. Erlenbom, has done a tre- 
mendous job in outlining the basic changes made in the Legal Serv- 
ices Corporation and our mission in 1996. 

Having come to the Corporation in 1997 as its president, I want 
to report to you that among my chief duties is to assure that the 
new requirements of Legal Services programs are complied with. In 
addition to being the chief advocate for Legal Services as required 
under the LSC Act, I'm also the chief regulator, as required by our 
board and by the Congress. And I think that in my 2 years plus 
now as president of the Corporation I've made very clear in our na- 
tional grants system that assiduous compliance with the Congres- 
sional mandates will be required and enforced by LSC, and I think 
that our record of compliance is very, very clear. 

We have taken actions with regard to TRLA—the Texas Rural 
Legal Assistance program. We have taken actions with regard to 
the Alameda program in California. We have taken actions with re- 
gard to the farm worker program in North Carolina. 

I think it is rather clear that, where substantiated allegations of 
noncompliance by any recipient in this system are made known to 
us, and after an appropriate opportunity to be heard, that I have 
not hesitated to act to make certain that Congressional mandates 
are met, and I reiterate that pledge to this committee and to the 
Congress of the United States. 

I would like to say, Mr. Chairman, vdth regard to the CSR issue, 
that I think the comments made by the inspector general and some 
of the charts that the inspector general displayed ought to lay to 
rest claims made by members outside this body with regard to 
fraud or misrepresentation. 

I'm certain that I don't need to advise members of this committee 
of the basic legal requirements of fraud or misrepresentation, but 
chief among those elements would be intentional acts for some sort 
of gain, and it is clear, from the audits conducted by the inspector 
general and by the GAO, that no such evidence exists, nor are we 
aware of any such evidence internally at LSC with regard to any 
of the recipients. 
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This does not mean that the data possessed by LSC principally 
derived from its recipients is 100 percent accurate and rehable. In 
fact, I think the inspector general's charts that he related to you 
today indicate that we do have a serious problem that needs to be 
addressed. 

With respect to the timing of information available to the man- 
agement side of the corporation, I want to reiterate the inspector 
general's time line and indicate to you that, while the inspector 
general had audit reports that were not final, he did advise me 
orally, in the summer of 1998, and actually several months prior 
to that, that he was concerned about what some of his auditors 
were finding in the field with regard to CSRs. 

Rather than wait for final audit reports, I directed our manage- 
ment staff to begin to look into this issue because I took the inspec- 
tor general's oral remarks very, very seriously. 

That I think is very key, because I think the committee should 
be aware that, throughout this period, I fi-equently questioned the 
inspector general as to whether his audits were in such a position 
that he could or I could draw conclusions regarding systemic prob- 
lems, and I was £issured by the inspector general, as I think was 
related in his slides today, that this was not the cttse, so that, 
while we did have some preliminary information regEutling some 
problems, we did not have an indication of systemic issues. 

I make that point to the committee today because, had I reached 
that conclusion, or I think had someone taken the position that I 
shoxild have reached that conclusion, I think that my obligation 
would have been to either request that the inspector general make 
additional reports or to make them myself. 

I think that my actions, which were to require ftirther inquiry, 
to begin to look at this problem, which is evident in our response 
at LSC, was the appropriate response to take at that time, and I 
don't question it today. 

Of course, today, at this point in time, we now know a lot more 
about the CSR issue, and it is clear, in the readjustment of our sta- 
tistics, that our definition of what a case was and what our recipi- 
ents were trying to report were not edways the same. 

LSC, and I, in particular, as president, take responsibiUty for 
what over a long period of time, probably 20 years, has been un- 
clear guidance fi'om LSC to the field. We accept the criticisms di- 
r«:ted toward us by GAO and some by the inspector general. We 
welcome their inquiry. We supported the inquiry. I encouraged the 
inquiry being undertaken by the inspector general. 

I want to assure the committee that our efforts to correct the ex- 
isting data are ongoing and that we m£ike sure that our current 
case reporting system is followed appropriately by our recipient 
network; in addition to that, Mr. Chairman, it is our desire to de- 
velop a better case reporting system, one which will provide more 
information to the Congress and to the American public about the 
services that are being provided. 

I appreciate very much the opportunity to be here before the 
committee, and Fm available, Mr. Chairman, as I know our vice 
chairman, Mr. Erlenbom is, to answer any questions that you may 
have. 

Mr. GEKAS. The time of the gentleman has expired. 
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The Chair will yield itself 5 minutes for the purposes of sisking 
a couple of questions. 

John, you implied in your statement that those who would 
dare—you implied this—dare to question the actions of the board 
were opponents of legal access to the legal system by the poor. 

Mr. ERLENBORN. Mr. Chairman, you misunderstood me  
Mr. GEKAS. That is not—good  
Mr. ERLENBORN [continuing]. If that's the impression you got. 
Mr. GEKAS. I'm glad I did. 
Mr. ERLENBORN. I thought I made it clear that the evidence was 

produced before the Appropriations Subcommittee that there was 
no reason for grantees to misreport and that the Legal Services 
Corporation didn't change any of those numbers, and, in spite of 
that fact, it was one of the members of the subcommittee that said, 
"You're cooking the books." 

Mr. GEKAS. All right. 
Mr. ERLENBORN. NOW, I'm not sajang that he didn't have a right 

to ask questions  
Mr. GEKAS. You characterized  
Mr. ERLENBORN. He had no right. 
Mr. GEKAS [continuing]. As opponents to the access to the poor. 

I'm going to ask questions, powerful questions, if I can  
Mr. ERLENBORN. Yes, sir. 
Mr. GEKAS [continuing]. About the work of the Legal Services 

Corporation, and I consider myself one who supports access by the 
poor to the legal system. I want that to be clear. 

Mr. ERLENBORN. I appreciate that. 
Mr. GEKAS. Number two, John, you stated that the basis upon 

which the grantee acts with respect to granting legal services sta- 
tistically is based on the number of poverty people in that segment; 
is that correct? 

Mr. ERLENBORN. That's correct. 
Mr. GEKAS. Why do we need reporting of cases at all, then, and 

why is it—why did the Legal Services Corporation receive all these 
years these statistics from these grantees as to the number of 
cases? What difference does it make? 

Mr. ERLENBORN. The first answer to that question, Mr. Chair- 
man, is the Congress has never required that reporting. The fact 
is- 

Mr. GEKAS. But to accept that- 
Mr. ERLENBORN. The fact is, the Corporation began that report- 

ing. And it is also very interesting, when you hear the talk of those 
who, by the way, never voted to increase the funding of the Legal 
Services Corporation, say that they relied upon the reports. Now, 
it is interesting to note that from 1992 until 199&—I believe 
that's—no, 1996, I think—for a 5-year period, no report on case sta- 
tistics was sent up to the Congress and nobody raised a question 
about it. 

Mr. GEKAS. DO you believe, John, down deep, that Members of 
Congress are justified in seeing the reportage of the number of 
cases as being a move on the part of the grantees and the Legal 
Services Corporation to indicate to the Congress how massively 
busy they are and why they need more help and why more funding 
is required, etc.? Do you believe that a Member of Congress can't 
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be deluded or mislead by the high numbers that we've seen are 
completely erroneous? 

Mr. ERLENBORN. I certainly agree with you. I would have no 
question about that. The question is not whether these facts were 
accurate. The question is whether somebody purposely tried to mis- 
lead the Congress. And I say the latter is absolutely not true. 

Mr. GEKAS. Well, was there any decision ever made by the Legal 
Services board in their request for funding based on the number of 
cases that they had in their bosom, as reported by the grantees? 

Mr. ERLENBORN. That was one of the factors that was included 
in the report to Congress in our request for an appropriation. Actu- 
ally, in the course of history, most of the time when the case load 
was higher the appropriation was lower, and vice versa. It seemed 
to have no correlation one to the other. 

Mr. GEKAS. But the assumption is that your requests for funding, 
in some part, were based on the number of cases that seemed to 
be floating into your offices, from the reports of the grantees. 

Mr. ERLENBORN. NO question about that, Mr. Chairman. And let 
me also state that this corporation was not within the require- 
ments of GPRA, but it was a conscious effort on the part of the Ad- 
ministration and the board of directors to adopt, first of all, the 
planning process of GPRA, and, secondly, the reporting require- 
ments, and it was our hope that those reports would be helpful in 
making the Congress aware of what was happening in our pro- 
grams. 

Mr. GEKAS. If you can, I would like you to submit to me, person- 
ally, and to other members of the committee, your estimate that 
the requests for funding that you made, which, in part, you ac- 
knowledge might have been foimded on the number of cases re- 
ported, how that request for funding might be mitigated or low- 
ered, how it could have been lowered with the real numbers that 
we now know for those specific years. Could you try to analyze that 
for me? 

Mr. ERLENBORN. Well, Mr. Chairman, I might ask the Corpora- 
tion to do that. I'm not a good guy for numbers. 

Mr. GEKAS. I'm asking you because you're closer to me than that. 
[The information referred to follows:] 

ANSWER TO QUESTIONS FROM CHAIRMAN GEKAS 

SEPTEMBER 29, 1999 

Mr. Gekas: If you can, I would like you to submit to me, personally, and to other 
members of the committee, your estimate that the requests for funding that you made, 
which, in part, you acknowledge might have been founded on the number of cases 
reported, how that request for funding might be mitigated or lowered, how it could 
have been lowered with the real numbers that we now know for those specific years. 
Could you try to analyze that for me? 

Mr. Erlenoom (Vice Chair, LSC Board of Directors): Mr. Chairman, I believe the 
short anawer to that question would be "not at all." While we readily acknowledge 
that we have made reference to the number of cases closed in our budget requests 
in past years, these statistics have never been the cause of any increase in the 
amount of money we have requested from Congress. Our requests have been based 
on what we feel is necessary to meet the mandate of this Congress and of the LSC 
Act to provide low-income individuals in our nation with access to justice in order 
to resolve civil legal problems. It is evident that CSR numbers have not been used 
as a measure to determine LSC's annual appropriation. Moreover, as the following 
chart illustrates, there appears to be no correlation between the number of cases 
closed by grantees and LSC's annual appropriation. 
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Year Case 
Data* 

% 
Change Year Fiscal 

Appropriations* 

House 
Committee 
% Change 

Appropriations* 
House Floor 
Action % 
Change 

1992 
1993 
1994 
1995 
1996 
1997 

1.56 
1.62 
1.69 
1.66 
1.43 
1.46 

+3.5% 
+4.3% 
-1.7% 
-14% 

+2.5% 

1994 
1995 
1996 
1997 
1998 
1999 

$415 
278 
141 
141 
141 
141 

-33% 
-49% 

No Change 
No Change 
No Change 

$415 
278 
250 
250 
250 
250 

33% 
-10% 

No Change 
No Change 
No Change 

*AII amounts In milNons 

We do, however, recognize that this information is important for Congress to bet- 
ter assess the performance of federal dollars in the national legal services program. 
We are strongly committed to ensuring Congress receives reliable and timely infor- 
mation about the work of LSC grantees. Over the past twelve months, the Corpora- 
tion's management has worked diligently to improve guidance to grantees and to 
better ensure the accuracy of LSC case service reporting data. 

Mr. ERLENBORN. But let me say that there was no great correla- 
tion between what we were asking and the numbers. 

Mr. GEKAS. Then why would you use the numbers at all, John? 
I don't understand that. 

Mr. ERLENBORN. Well, because we had them and we reported 
them. But our planning, Mr. Chairman—I think you can appreciate 
this—^in asking for a certain level of funding was try to recoup 
what we had lost when we were at one time over $400 million and 
were slashed, and each year after that we asked for as much as we 
thought that the Congress might possibly respond to, and it was 
not based in any great part on the numbers that were reported. 

Mr. GEKAS. Well, you'll have to acknowledge that in some part 
it was or else you wouldn't have made an effort to show the Con- 
gress how many cases in the reports. But that's a question of dif- 
ference of opinion, perhaps. 

The time of the chairman has expired. 
The gentleman from New York is recognized for 5 minutes. 
Mr. NADLER. Thank you, Mr. Chairman. 
Mr. McKay, I am told that the initial goal by the LSC back in 

1995 was that to do the job effectively you'd need two attorneys for 
every 10,000 eligible individuals; is that true? 

Mr. MCKAY. I believe that's correct. 
Mr. NADLER. Okay. And they also estimated in 1995 that to have 

two attorneys for every 10,000 eligible individuals, they would need 
a further appropriation; is that correct? 

Mr. MCKAY. I think that's correct. 
Mr. NADLER. And in 1995, Congress actually appropriated $415 

million, then reduced it to $400 million. In 1996, for political rea- 
sons—I don't mean improper reasons, I just mean political forces 
worked out that way—it was sharply cut to $278 million, and it 
has since been increased by $5 million to $283 million. 

Now, given the fact that the funding is so far short, never more 
than 40 or 45 percent of what would be necessary to have two at- 
torneys per 10,000 eligibles, in that light, and given the fact, by the 
way, that the Heritage Foundation, in its July 22, 1999, 
"Backgroimder" says that "LSC services only about 5 percent of the 
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eligible poor," which just makes the point, from the Heritage Foun- 
dation one would think one should increase the funding of the LSC 
by 20 times so they could serve all the eligible poor. They may 
draw a different conclusion, but that's the conclusion I draw from 
the Heritage Foundation report, if you can only serve 5 percent of 
the eligibles. 

But, given the fact that you would need a budget of $848 million 
to do the job right, according to your own estimates of 1995, in- 
creased by inflation this figure would be approximately $900 mil- 
lion, aren't the differences in these statistics, the mistakes in these 
statistics, when you're tfdking about a budget in the neighborhood 
of $270 or $300 million, completely irrelevant to the funding? 

Mr. MCKAY. I don't think the statistics. Congressman Nadler, are 
irrelevant, and I do think that the statistics that we provide to 
Congress are important to establish certain things. 

The first thing that ought to be considered, I believe, in terms 
of complying with the LSC Act, is a determination of what the 
unmet civil legal needs are in the United States, because we are 
charged at LSC  

Mr. NADLER. Yes, I agree with you, but what I'm sajdng is I'm 
sxxre there are a lot of different reasons for these statistics, and I'm 
not saying you shouldn't do them and do them right, but, in terms 
of finding what the need is and therefore what the appreciation 
ought to be to meet the need, these statistics don't seem to be par- 
ticularly relevant, are they? 

Mr. MCKAY. I think there might be some remote relevance, but 
I agree with you, they are not an indicator of what is happening 
in Legal Services offices. 

For example, there are many legal aid offices that turn down eli- 
gible clients all the time because they don't have the resources to 
serve those individuals. 

Mr. NADLER. I would, in fact, say further that if I were in some 
LSC unit and if I had a nefarious plot to deliberately—which no 
one has indicated was the case—but if I were nefariously plotting 
to falsify statistics in order to indicate the necessity for more 
money, I would under-report the number of cases we had handled, 
because we know the total number of cases that could be handled, 
and that would—and if we only handle 5 percent of them as op- 
posed to 10 percent of them, that would incUcate the need for even 
more money, wouldn't that? 

Mr. MCKAY. I think you are on exactly the right point, which is 
the fact that we are not meeting the overwhelming need for critical 
legal services in the United States. We know that is true. Unfortu- 
nately, the empirical study with regard to unmet need is a little 
bit dated at this point in time. I'm talking about empirically now, 
which was the American Bar Association study, I believe, in 1992. 

But we have the evidence from our recipients across the country 
and the fact that I have been in a number of those offices and met 
with attorneys who have to turn down eligible clients makes it very 
clear that, with the ftmds we are provided, you're absolutely 
right—we don't have the ability to meet the overwhelming need. 

Mr. GEKAS. Will the gentleman yield for a moment? 
Mr. NADLER. NO, I wiU not. Well, yes, if you'll give me additional 

time. Yes. Certainly, yes. Yes, I yield. 
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Mr. GEKAS. A further response to what Mr. McKay attempted to 
respond to you when you asked him does it make any difference 
about the statistics, the gentleman, Mr. McKay, did state—we have 
quotes—that case statistics play an essential role in the budget re- 
quest and performance plan submitted by LSC to the United States 
Congress each year. And that's what Mr. McKay has said—^that, in- 
deed, it does play a role. The statistics are gathered for specific 
purposes. 

Mr. NADLER. Mr. McKay, is that a complete quote? 
Mr. MCKAY. NO, it is not a complete quote. I believe that that 

is a  
Mr. GEKAS. It's not? 
Mr. MCKAY [continuing]. Quotation taken from a letter by me to 

the field of all of our recipients, in which I was urging them to 
draw their attention to the case statistic report problem and telling 
them why I believe that case statistics were important and needed 
to be accurately reported to the Congress. 

Mr. NADLER. Could you give us the rest of the quote? 
Mr. MCKAY. Pardon me? 
Mr. NADLER. Could you give us the rest of the relevant part of 

the quote? 
Mr. MCKAY. Yes. "Case statistics play an essential role in the 

budget request and performance plan submitted by LSC to the 
United States Congress each year. Therefore, the rehability of case 
statistics submitted by programs to LSC is vital to obtaining con- 
tinued Federal funding for legal services." 

And I went on to say, "The Office of—" the next sentence says, 
"The Office of Inspector General's Audits of Grantee Case Service 
Reports raised some preliminary concerns about the consistency 
with which case statistics have been reported. At the same time, 
we recognize that counting cases tells just part of the story of the 
impact that programs have on the lives of low-income people." 

Mr. GEKAS. I ask unanimous consent that the letter be included 
into the record. 

Mr. MCKAY. I'd be happy to do that. 
[The information referred to can be found in the appendix.] 
Mr. GEKAS. The gentleman is accorded an extra 42 seconds. 
Mr. NADLER. Thank you, Mr. Chairman. 
Mr. McKay, let me ask you something. I have a letter here on 

what appears to be Legal Services Corporation stationery signed by 
you—purportedly signed by you, saying, "Dear Congressman, 
please accept the attached cocktail parasol as a sm£dl token of my 
thanks to Congress for increasing the Legal Services Corporation 
budget by $17 million last year. Thanks to the generosity of Con- 
gress and the American taxpayer, the legal services program has 
been able to fight poverty by holding meetings at expensive beach 
front resorts—' and it goes on in that vein. 

Is this your signature on this letter, sir? 
Mr. MCKAY. No, it is not. 
Mr. NADLER. IS this letter a fraud? 
Mr. MCKAY. It is. 
Mr. NADLER. Thank you. 
Mr. MCKAY. I think it is a bad joke, myself, but I think it is a 

fraud. 
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Mr. NADLER. Thank you. 
Mr. GEKAS. The time of the gentleman and the extra time have 

both expired. 
The gentleman from Ohio is recognized for 5 minutes. 
Mr. CHABOT. I thank the chairman for yielding. 
I don't want to beat a dead horse here, but we keep hearing 

statements which are directly in conflict with each other. We have 
been hearing that these numbers don't mean anything, Congress 
doesn't count on them, we never said Congress counts on these 
numbers, they don't matter; and then we've got a direct letter that 
you've sent out to these folks sajang, "This is an integral part of 
Congress determining the appropriate funding for LSC." It's almost 
like Ahce in Wonderland here. 

You know, if we understand plain English, what you're sajdng is, 
"The numbers are important, tiiat they ought to be accurate, Con- 
gress relies upon these numbers. Tell the truth." I mean, that's 
where—do you disagree with that in any way? 

Mr. MCKAY. I think the assumption. Congressman, is inaccurate, 
with all due respect. 

Mr. CHABOT. What is inaccurate? 
Mr. MCKAY. The assumption that you are making, if I may indi- 

cate. 
Mr. CHABOT. Which assumption am I making? 
Mr. MCKAY. Well, I think the assimiption is this, that the statis- 

tics that are being gathered are a principal means to determine 
immet legal need, and that, I think, is what the requirement of the 
LSC Act is. 

I am a proponent of the Results Act, and I think the real impor- 
tant value in case statistics is going to be to determine what per- 
formance measures are made with regard to the eflFectiveness of the 
agency, and I believe that our principal obhgation is to make sure 
that we develop a system which indicates the ability of the Legal 
Services Corporation to meet its statutory duties. 

Mr. GEKAS. Would the gentleman yield? 
Mr. CHABOT. I'd be happy to yield. 
Mr. GEKAS. Well, arent you saying that when you received the 

report of 37,000 cases when only 17 were really actually worked on, 
that you felt that results showed that 37,000 cases showed produc- 
tion on the part of a particular grantee? That's part of this whole 
thing. 

Fm really worried about all this. I'm desperately worried that the 
nimaber of cases which you are minimizing is, contrary to that, con- 
sidered very important by Members of Congress. 

Mr. MCKAY. If I may, Mr. Chairman, I agree with you that these 
are very important statistics and that we have an obhgation to get 
them accuurate. But let me tell you how complicated it is. 

Mr. GEKAS. Excuse me. In going back to that question, you stat- 
ed that the principal thing that you go by is results. 

Mr. MCKAY. Yes. 
Mr. GEKAS. And I'm saying to you: what resvdts do you have in 

front of you except the reports of the grantees that 37,000 cases 
were processed  

Mr. MCKAY. Let me, if I may answer that  
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Mr. GEKAS [continuing]. Unless you have a copy of each file to 
determine the results, and then, if that's true, then, of those over- 
reported cases, you should have been able to swipe away those that 
were just telephone calls that were referred to the Internal Reve- 
nue Service. 

Mr. MCKAY. Well, we've done a fair amount of work to try and 
understand the root of this problem, short of going in to look at 
every single file, which I'm sure that members of the committee are 
aware we cfmnot do. 

But, for example, on the numbers that you cited, Mr. Chairman, 
it may not be quite as simple as to say that the 37,000 should have 
been 15,000 and, therefore, no service was provided. 

Some examples would include, for example, a battered woman 
who may call in and say, "I am being beaten. He beat me yester- 
day. He's going to be home in an hour, and I think I'm going to 
be beaten again." 

The attorney on that help line may well say, "You need to call 
the following number," which is the number for a shelter. That 
does not qualify as legal advice, but I believe it is a service being 
provided by our help line. 

Mr. GEKAS. You changed the IG's result and the GAO's result by 
saying, "Well, 2,442 of those, they were mistaken because some 
service was provided, even though it was minimal in answering the 
telephone." But still we are relying on statistics. I'm sorry. 

Mr. CHABOT. I was also—that's okay. Regaining or reclaiming my 
time, I was also under the impression that a previous witness said 
that when legal advise is given over the phone that that is counted 
as a case. 

Mr. MCKAY. If legal advice is given, but the example I just gave. 
Congressman, would not qualify as a case. If we—^you see, this was 
the category of "referred after legal assessment." Some of our pro- 
grams, due, in part, to our poor guidance at LSC, tried to find a 
way to count that service that they were providing in making that 
referral, and so they selected the category of "referred after legal 
assessment." 

Mr. CHABOT. All right. Let me follow up  
Mr. MCKAY. And our guidelines require that that be legal assist- 

ance and legal advice, which wasn't given. I believe it was a serv- 
ice. 

Mr. CHABOT. I've got a limited amount of time, so let me follow 
up here. 

Mr. MCKAY. I'm sorry. 
Mr. CHABOT. Don't the Legal Services Corporation grantees actu- 

ally have an incentive in overstating their cases because they also 
receive funding from State, local, and private sources in which they 
also use those numbers, and the LSC always emphasizes with us, 
when they are asking for funding and determining what the appro- 
priate level of funding—I mean, they use these numbers every 
time. 

So, I mean, I just think it is disingenuous to say that the num- 
bers really don't matter. 

Mr. MCKAY. That's not my statement. 
Mr. GEKAS. Without objection  
Mr. CHABOT. Well, they're not significant in funding. 
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Mr. GEKAS. Without objection, the gentleman is accorded at least 
42 more seconds. 

Mr. CHABOT. All right 
With my 42 more seconds, let me jiist follow up with a couple 

other things. 
Whose decision was it not to report the case reporting problems 

to Congress? 
Mr. MCKAY. I don't believe that any witness has said that. Con- 

gressman. I beheve that the question with r^ard to the audits was 
answered by the inspector general and by the representatives of 
the GAO, and I think the inspector general pretty clearly laid out 
the status of his audits and the auditing guidelines under which 
he was operating, as well as the time line. 

If you'd like me to comment on any part of that, Fd be happy to. 
Mr. NADLER. Would the gentleman yield? 
Mr. CHABOT. Fm out of time. 
Mr. NADLER. Fd ask unanimous consent to  
Mr. CHABOT. Fll ask imanimous consent for 30 seconds to yield 

to the gentleman. 
Mr. GEKAS. Without objection. 
Mr. NADLER. Thank you. 
I think the testimony was consistent today from everybody that 

the concern that there was no statutory requirement to report any 
of this to Congress, and, in fact, fi-om 1990-something to 1996 or 
1997 nobody ^thered reporting anything, nobody asked for it in 
Congress, that the inspector general decided to do audits on his 
own and that he was going to report those audits when they were 
finished, and they did report those audits when they were finished, 
and that the time that some people are focusing on when they 
hadn't reported them, they were not finished. It would have been 
improper, under auditing standards, to report anything at that 
point, and therefore there was no decision by anybody not to report 
anything. 

I yield back. 
Mr. CHABOT. I yield back the balance of my time. 
Mr. NADLER. I thank you. 
Mr. GEKAS. The time of both gentlemen has expired. 
The gentleman fi'om Massachusetts is recognized for 5 minutes. 
Mr. DELAHLTXT. My biggest concern is the percentage—I think it 

was Mr. Nadler who referred to the American Heritage report— 
that LSC is only meeting 5 percent of the legal needs of the poor 
in this Nation. I mean, that really concerns me. 

Can you give us—and I think it was you, Mr. McKay, who indi- 
cated that to gauge the unmet needs we neeid an update. 

I think it might be timely for this subcommittee to ask the GAO 
to make that determination, to go into the field and give this sub- 
committee, which has jurisdiction over the LSC, an idea, to quan- 
tify, if you will, the unmet needs of the poor, in terms of access to 
legal services. 

Do you disagree with that 5 percent that was mentioned by Mr. 
Nadler and coming from the American Heritage Report? 

Mr. MCKAY. The number that we typically hear is about 20 per- 
cent of civil legal needs are being met through a combination of 
Federally-fundwi legal services, local  



52 

Mr. DELAHUNT. What's happening to the other 80 percent of 
these people  

Mr. MCKAY. Congressman, they are- 
Mr. DELAHUNT [continuing]. Who are being denied access to jus- 

tice? 
Mr. MCKAY. They are going back to receive more abuse, physical 

violence. They are going back thinking that there is no justice for 
them when they are scammed by telemarketers. They are going 
back and realizing that they can be abused in their nursing homes 
and that no one is going to stand up for them. That's the problem. 
That's the scandal. 

Mr. DELAHUNT. My colleague from Ohio indicated that there are 
State and locjd bar associations that fill a certain need. Do you 
have any measurement in terms of the role that individual attor- 
neys or bar associations play in terms of meeting that unmet need? 

Mr. ERLENBORN. If I might partially answer that question? 
Mr. DELAHUNT. Sure. 
Mr. ERLENBORN. There is something called "private attorney in- 

volvement" in our grantees' programs, and that is an effort to get 
attorneys in the area to make themselves available to take some 
of the cases that cannot be held because of the shortage of funds— 
cannot be handled by the local program. 

Let me give you one example of how the Legal Services dollars 
really provide an awful lot more than you might think. 

I conducted a hearing as chairman of a commission appointed by 
the Legal Services Corporation, and we were looking at the prob- 
lem of rendering legal assistance to H2A workers, primarily. It was 
a little broader than that. And we had an attorney who was a part- 
ner in a large San Francisco law firm who was testifying, and he 
testified as to how his law firm, in this high-rise in San Framcisco, 
was rendering legal services to the H2 workers out in the fields. 

I said, "What would happen if the Legal Services program out in 
the field was prohibited from being involved with these H2A work- 
ers?" And he said, "Without them to conduct the intake, to deter- 
mine they were eligible, to speak to them in their own language 
and to get their depositions and get things signed, and so forth, we 
would not provide any services at all." 

And I said, "How much did you provide last year, your firm?" It 
was a large firm. It still shocked me—$13 million in services from 
that one firm, which would not have been given to deserving eligi- 
ble clients if Legal Services was imable, for whatever reason—lack 
of resources or prohibition—to render the service they do. 

And you can read that as happening one after another through- 
out the entire United States. The fact that Legal Services is in that 
area means that a lot more is being done than just what they can 
do with their appropriations. 

Mr. DELAHUNT. DO you have any idea—could you provide us an 
estimate in terms of how many private sector dollars, if you will, 
are leveraged by LSC? Have you ever done a study? 

Mr. MCKAY. I think some have, and we can get you what we 
have. Congressman. 

[The information referred to can be found in the appendix.] 
Mr. MCKAY. I believe that we have 150,000 private attorneys on 

private panels administered through Legal Services offices. 
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Mr. DELAHUNT. Just one final question, Mr. Chairman. 
Mr. GEKAS. Without objection, the gentleman has an additional 

30 seconds—42 seconds. 
Mr. DELAHUNT. But I guess my final question is, in terms of 

meeting the needs of the poor, as defined under the act—and Fm 
pleased to meet you, Mr. Erlenbom, and you did great work while 
you served here in Congress, but is there a vacuum somewhere be- 
tween the private sector, State agencies, local agencies, and the 
LSC? Are we meeting the needs of the poor in terms of access to 
the legal system, or is there a space there that is being unmet? 

Mr. MCKAY. I believe the answer, Congressman, is that across 
the board we are not meeting the legal need. And let me draw your 
attention to one specific area, and that is geographically. 

The assumption that voliuiteer lawyers or others will provide 
legal services just does not apply in rural America. It does not 
apply in the colonias along the border between Texas and Mexico. 
It does not apply out in the fields in California or on St. Lawrence 
Island, Alaska, and in certain neighborhoods that I'm sure that 
members of the committee could identify where the high-rise attor- 
neys who might be in a position to provide pro bono help simply 
aren't going to be. 

In those places, the last chance for a citizen who has substan- 
tially been aenied justice is the Legal Services office, the local legal 
aid office, whose resources are already severely strapped, and I 
think that is the incorrect assumption made by the Heritage Foun- 
dation and others who have said that this is a matter that should 
be undertaken by the private bar. 

Mr. DELAHUNT. Thank you. 
Mr. GEKAS. The time of the gentleman has expired, and the time 

of the panel has expired. 
We, as always, appreciate the special effort you make to appear 

before the committee. We thank you and we'll be in touch. We cer- 
tainly will be in touch. 

Mr. ERLENBORN. Thank you. 
Mr. MCKAY. We look forward to that. Thank you. 
Mr. GEKAS. All right. 
We now invite the final panel to approach the witness table, 

made up of John Pickering, a partner £md senior counsel at the 
Washington law firm of WUmer Cutler and Pickering. He appears 
today on behalf of the American Bar Association, where he is a 
member of the Standing Committee on Legal Aid and Indigent De- 
fendants. 

Over the course of his legal career, Mr. Pickering has received 
numerous honors and awards, including the Justice Potter Stewart 
Award fi-om the Council for Court Excellence, the Brennan Award 
fi^m the District of Columbia Bar Association, and the Pro Bono 
Award from the NAACP Legal Defense and Education Fund. 

After obtaining his undergraduate and law degrees from the Uni- 
versity of Michigan, Mr. Pickering served in the U.S. Naval Re- 
serve ft-om 1943 to 1946. He began his legal career as a law clerk 
to the U.S. Supreme Court Justice Frank Murphy. 

Virginia Thomas is a senior fellow in government studies at the 
Heritage Foundation, where she studies ways to make the Federal 
Government more accountable through increased use of perform- 
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ance measures, greater Congressional oversight, and identification 
of Government waste and mismanagement. 

Prior to her current assignment, Ms. Thomas was the committee 
Haison for House majority leader Dick Armey. In that capacity she 
was responsible for improving Congressional oversight of the Exec- 
utive Branch and headed a special leadership project to implement 
the 1993 Government Performance and Results Act. 

Ms. Thomas has also served as a senior policy coordinator for the 
House Republican Conference Committee, and as a deputy assist- 
ant secretary for Congressional and intergovemmentsJ affairs at 
the Department of Labor. 

In the private sector, Ms. Thomas was a lobbyist for the U.S. 
Chamber of Commerce for 4 years. 

A native of Nebraska, she obtfuned her law degree at Creighton 
University. 

They are accompanied at the witness table by Kenneth Boehm, 
chairman of the National Legal and Policy Center, an organization 
dedicated to promoting ethics and accountabihty in Government. 

Prior to joining the center, he was counsel to the Legal Services 
Corporation's board of directors. He has also served as chief of stafif 
to Congressman Christopher Smith of New Jersey, vice president 
of Northern Virginia Law School, and chairman of Citizens for 
Reagan. 

His other professional credentials include service as a prosecutor 
and award-winning radio talk show host. 

We will begin by stating the old saw that the written statements 
will be ordered placed in the record without objection. 

We'll begin with Mr. Pickering. 

STATEMENT OF JOHN PICKERING, WILMER CUTLER AND 
PICKERING, MEMBER OF THE STANDING COMMITTEE ON 
LEGAL AID AND INDIGENT DEFENDANTS, AMERICAN BAR 
ASSOCIATION 
Mr. PICKERING. Thank you, Mr. Chairman. I am John Pickering, 

a lawyer in private practice with the Washington, D.C. law firm of 
Wilmer Cutler and Pickering. 

I submit this testimony on behsdf of the American Bar Associa- 
tion at the request of our President, William Paul, who is in Eu- 
rope at the present time on Association business, to state the Asso- 
ciation's views with respect to the operations of the Legal Services 
Corporation and its importance to ensuring equal justice for all. 

We appreciate this opportunity to submit the views of the Amer- 
ican Bar Association, and also the interest which the subcommittee 
has shown in trying to get the facts regarding the Legal Services 
Corporation's case service reporting statistics. 

As you know, the ABA has been a strong supporter of the Cor- 
poration from its creation, when it was done by a bipartisan major- 
ity and signed in the Administration of President Richard Nixon, 
as has been pointed out. 

I testify today in two capacities—first, as a member of the ABA's 
Standing Committee on Legal Aid and Indigent Defendants, which 
serves the ABA by examining issues relating to the delivery of civil 
legal assistance and criminal defender services to the poor. I also 
testify today based on my direct personal involvement in the provi- 
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sion of legal services for the poor by State and local bars and by 
the private bar. I formerly chaired the American Bar Association's 
Commission on Legal Problems of the Elderly, and to this day I 
continue to represent on a pro bono basis low-income elderly resi- 
dents of the District of Columbia. 

My firm and I have long been involved in providing pro bono 
legal services for the poor and the elderly. We have consistently 
ranked among the top 10 law firms in the country in providing 
this. We have a commitment that 10 percent of our total effort goes 
to pro bono work and serving the poor. 

Last year, my firm received the ABA's Pro Bono Publico Award, 
and just last month I was awarded the American Bar Association's 
Medal, its highest award, which was given in recognition of the 
leadership role my firm and I have shown in providing legal serv- 
ices to the poor and the elderly. 

Today, I want to emphasize what I said in my acceptance speech 
when I received the ABA Medal. 

Despite the efforts of my firm and many others throughout the 
country, and the American Bar Association's law firm pro bono 
challenge in which over 100 of the largest law firms in the country 
have signed up, pledging either 3 or 5 percent of their total effort 
to serving the legal needs of the poor—despite that challenge and 
the efforts of many other individual attorneys throughout the coun- 
try—the legal problems of the poor simply cannot be addressed 
without a strong and well-funded Legal Services Corporation. 

I speak fi-om my experience both nationally in the American Bar 
Association and locally here in the District of Columbia, where I 
have served as president of the Bar and president of its Bar Foun- 
dation. 

Legal Services Corporation is absolutely vital to the provisions of 
legal services by our legal service providers in the District of Co- 
lumbia. And, even with all of this effort, where the legal profession 
contributes more pro bono hours than any other profession I know 
of in the country and we can be very proud of that record—we hear 
a lot of criticisms about what the lawyers in America are doing, but 
they are doing their part in meeting the pro bono needs—but, even 
with that, and with the Legal Services providers who are funded 
by the Legal Services Corporation and the Corporation, itself, the 
best estimate is that at best only 20 percent of the legal needs of 
the poor and the elderly are met. That is the estimate based on an 
ABA survey done several years ago. 

The Legal Services Corporation is a model of a private/public 
partnership, fiuiding locally-operated programs which set local pri- 
orities and which leverage millions of dollars of other kinds of other 
services and in-kind services. 

I might interject that Hurricane Floyd gave an example of some 
of the work the Legal Services Corporation does. For example, the 
North Carolina Legal Services program anticipated and prepared 
for the onslaught of new chents because of enormous flood damage. 
Most of those people who suffered were without insurance, will 
have to depend on Government aid and personal assets to rebuild 
their homes. Also, many middle class residents will now become in- 
come eligible for legal services, since they no longer have jobs. 
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Communities in eastern North Carolina are also particularly 
hard hit, since the residents there au-e often poor and low income. 
As the people in North Carolina have told us, the distance firom 
middle class to poverty is only one hurricane or flood or tornado 
away and legal services are there to help. 

I might add, Mr. Chairman, that you and I were somewhat vic- 
tims of Hurricane Floyd. We were scheduled to appear at your 
hearing on your Federal agency compliance bill on September the 
16th, which was postponed because of Floyd. 

It's because of this kind of work that the Legal Services program 
carries on that it has been repeatedly endorsed by the .Ajnerican 
Bar Association, by State and local bars, by religious leaders, and, 
most importantly, by the corporate chief executive officers and the 
general counsels of Fortune 500 companies who realize that their 
employees have to be assured that our system is fair and open to 
everyone. And it is also supported by bipartissm majorities in both 
the House and the Senate, amd by majorities among the American 
people. 

Now, the Legal Services Corporation is a large operation with 
many grantees. It is inevitable some mistakes are going to be 
made, and you've been hearing about the problem of the case serv- 
ice reports. 

I would urge, however, that you not over-emphasize or use that 
to make a whipping boy of the Corporation, for several reasons. 

The Corporation, itself, and its inspector general identified the 
problem and surfaced it publicly. The Corporation is working to 
correct the problem. A study by the General Accounting Office has 
provided useful and constructive suggestions for improving the sys- 
tem. It has found no evidence of fi'aud, abuse, or manipulation of 
numbers for pohtical gain, and it has made recommendations 
which the Corporation has pledged to undertake. 

Even with the revised case load  
Mr. GEKAS. The gentleman is extended a few more seconds, 42 

seconds or so. 
Mr. PICKERING. 111 just need two or 3 seconds. 
A revised case load figure for 1997, as I understand it, is 1.1 mil- 

lion cases handled, instead of the previous report. That means the 
Federal Government is getting legal services for the poor at a cost 
of about $275 a case. With present legal fees, that's a remarkable 
bargain, indeed. 

This program, Mr. Chairman, I submit, deserves the strong sup- 
port of the Congress and the American people. Without it, the 
promise in our Pledge of Allegiance of Uberty and justice for all 
rings hollow, and the most vulnerable segments of our society, the 
poor and the elderly, will be denied access to justice, in large part. 

Thank you. 
Mr. GEKAS. We thank the gentleman. 
[The prepared statement of Mr. Pickering follows:] 

PREPARED STATEMENT OF JOHN PICKERING. WILMER CUTLER AND PICKERING, MEM- 
BER OF THE STANDING COMMITTEE ON LEGAL AID AND INDIGENT DEFENDANTS, 
AMERICAN BAR ASSOCIATION 

Mr. Chairman and Members of the Subcommittee: 
I am John Pickering, a lawyer in private practice with the Washington, D.C. firm 

of Wilmer, Cutler & Pickering. I submit this testimony at the request of the Presi- 
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dent at the American Bar Association, William G. Paul of Oklahoma City, Okla- 
homa, to voice the Association's views with respect to the operations of the Legal 
Services Corporation and its importance to ensuring equal justice for all. 

TTie American Bar Association, the world's largest, volimtary professional organi- 
zation with more than 400,000 members, is the national representative of the legal 
profession, serving the pubUc and the profession by promoting justice, professional 
excellence and respect for the law. 

I testify today in my capacity as a member of the American Bar Association's 
Standing Committee on Legal Aid and Indigent Defendants. This Standing Commit- 
tee serves the ABA by examining issues relating to the delivery of dvil l^al assist- 
ance and criminal defender services to the poor. It maintains close liaison with state 
and local bar and legal aid/defender leaders, providing information and developing 
poUcy on civil legal aid and indigent defense. It advocates for and works to ensure 
the availability of legal aid and defender services for indigent persons through a va- 
riety of activities and projects. 

I also testify today based on my direct, personal involvement in the provision of 
legal services for the poor. I formerly chaired the ABA Commission on Legal Prob- 
lems of the Elderly and, to this day, I continue to represent on a pro bono basis 
low-income elderly residents of the District of Columbia. My law firm also wrote the 
amicus curiae brief on behalf of AARP in support of Interest on Lawyer Trust Ac- 
count (lOLTA) programs in Phillips, et al. v. Washington Legal Foundation, et al., 
118 set. 1925(1998). 

My firm and I have long been involved in providing pro bono legal services for 
the poor. Last year, my firm received the ABA's Pro Bono Publico award and just 
last month I was awarded the ABA Medal, the highest award given by the ABA, 
in recognition of my leadership role in providing legal services to the poor and the 
elderly. 

Todiay, I emphasize what I said in my acceptance speech when I received the ABA 
Medal: despite the efforts of my firm and oUters throughout the country, the legal 
problems of the poor cannot be addressed without a strong, well-fiinded Legal Serv- 
ices Corporation. 

THE LEGAL SERVICES CORPORATION PLAYS A VTTAL ROLE IN THE JUSTICE SYSTEM 

For a quarter of a century, the Legal Services Corporation has been a lifeline for 
Americans in desperate need. For poor Americans, LSC-fiinded l^al services pro- 
grams have been there at times when they had nowhere else to go. 

• For a 20-year-old, battered wife and mother of three small children, Alabama 
Legal Services obtained a protective order against her abusive husband and 
represented her in court when the husband filed for divorce in another coun- 
ty. Legal Services represented the wife in both counties and successfully ob- 
tained the support she needed to obtain a drivers' license, employment and 
custody of her children. The husband was also ordered by the court to pay 
$542 per month in child support. 

• For an ill, elderly North Florida woman confined to a wheelchair, legal aid 
prevented foreclosxire on her house after she contracted with an unscrupulous 
home improvement company. The contractor promised to make her bathroom 
wheelchair-accessible and take care of her home repair needs. The contractor 
never finished the job and left her $27,000 in debt on a house that was close 
to fully paid. 

• For a 47-year-old woman in Wheeling, West Virginia, funding from the L^al 
Services Corporation literally saved her life. Without help fi^)m the Wheeling 
legal aid office, which receives LSC funding, her Medicaid eligibihty would 
have been withdrawn—and that could have been fatal for this impoverished 
dialysis patient. 

• For Lucy Johnson, 55, of Sjracuse, New York, the local LSC-funded program 
helped at a time when the power company planned to cut off electricity to her 
building because the building management failed to pay its own bills and filed 
for bankruptcy. "The building is home to many elderly and eisthmatic patients 
who dejjend on respirators and other medical equipment, and they wanted to 
know how they would survive without electricity," she says. Legal Services of 
Central New York worked out a plan to keep the electricity on and ensure 
the utiUty was paid 

• "T. had, hterally, run for my life. I was battered and bruised. I had taken my 
kids and myself and fled to a woman's shelter. We had nothing. ... I was 
in fear for my life. Who would help a woman who had nothing but two kids? 
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That's when I found Legal Aid," says a cheat of Legal Aid of Western Okla- 
homa. 

These are just a few of the millions of people legal aid lawyers help every year. 
The Corporation, formed in 1974 with bipartisetn Congressional support and the en- 
dorsement of the Nixon Administration, was created to ensure that all Americeins 
have access to a lawyer and the justice system for civU legal issues regardless of 
their abihty to pay. Today, this is more important than ever. Despite the booming 
economy, the neea for legal services by low mcome Americans has never been great- 
er. More than 35 million Americans continue to hve in poverty, and another 10 mil- 
Uon live on the brink of poverty, making more than one in five Americans eUgible 
for LSC-ftinded representation. Studies show that only 20 percent of the legal needs 
of the poor are being met. 

At the same time, in a recent national public opinion survey, 47 percent of Ameri- 
cans stated that the legal system treats minorities and the poor unfairly. Nearly 90 
percent of respondents thought affluent individuals and corporations had the upper 
hand in court. The ABA is very concerned that the current perception of bias will 
eventually erode confidence in our system of justice. The ABA is focused on expand- 
ing access to legal services, through pro 6ono work and efforts to increase pubhc tin- 
derstanding and perception of the justice system. In May 1999, delegations from all 
50 states, led by their respective chief justices, met in Washington to address the 
issue of ensuring pubhc trust and confidence in the justice system. A key factor in 
strengthening public trust and confidence is ensuring access to our justice system 
for afl Americans. The Legal Services Corporation plays a vital role in this efifort. 

The Corporation has bipartisan support in Congress and across the nation. On 
August 4, 1999, for the fourth year in a row, a strong bipartisan mtgority, including 
you, Mr. Chairman, and a m^ority of your Subcommittee, voted to restore funding 
for LSC after its budget had again been slashed by the Hoiise Appropriations Com- 
mittee. The business community supports the Legal Services Corporation. When 
LSC was threatened with termination in the 1980s, the CEOs of Fortune 500 com- 
panies banded together and informed Congress just how important access to the jus- 
tice system was to their employees. Again this year, a group of Fortune 500 general 
counsels lobbied Congress to increase funding for LSC afier its funding had been 
cut bv the House Appropriations Committee. These general counsels represent lead- 
ing American corporations, including Shell Oil, Eastman Kodak, Georgia-Padfic, 
Colgate-Palmolive, General Motors, Ford Motor Company and Dupont. 

Americans strongly support spending their federal tax dollars to provide legal as- 
sistance to low income individuals and famihes. An August 1997 Louis Harris poll 
reported that 70 percent of those queried believed federal dollars should be used to 
pay for civil legal aid to the poor in such cases as child custody, adoption and di- 
vorce. A June 1999 Harris poll reported that 80 percent of those surveyed believed 
federal funds should pay for legal assistance to low income victims of domestic vio- 
lence. 

LSC-fiinded programs make an important difference in the hves of countless num- 
bers of low-income individuals and families. AVhile LSC ei\joy8 wide bipartisan sup- 
port in Congress and across the nation, a vocal minority seeks to eliminate or re- 
duce program funding. Over the past few months, the Legal Services Corporation 
and several of its local program grantees have again come under attack, in particu- 
lar about the accuracy of the case reporting statistics provided to Congress. 

LSC'S CASE SERVICE REPORT (CSR) SYSTEM 

Before commenting on LSC's efforts to improve its Case Service Report (CSR) sys- 
tem, I would like to address some of the inaccuracies circulating about LSC's CSR 
statistics. These statistics provide a snapshot of the number and types of cases LSC 
grantees handle during a given calendar year. Each of some 260 local grantees pro- 
vides this information to LSC, which in turn, compiles the data and conveys these 
statistics to Congress as part of LSC's annual budget process. 

Last year, the LSC's own independent Inspector General (IG) conducted audits 
which indicated that the 1997 statistics proviaed to LSC by a selected group of pro- 
grams may have been inaccurate. The LSC IG, in accordance with the Inspector 
General statute, timely reported his findings to Congress. Thus, LSC had identified 
this problem on its own and was taking steps to correct it. Unfortunately, LSC's op- 
ponents used this situation to grossly distort what really happened. LSC opponents 
argued that the inaccuracies in the case service reporting were a deliberate attempt 
to mislead Congress. 

A subsequent audit by the General Accoiinting Office (GAO) verified the results 
of the LSC IG's own audits. Results showed that while there were problems with 
the CSR system and the statistics that system produced, there was no evidence of 
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firaud, misuse of federal resources, or deliberate overcounting of cases by any pro- 
grams. Local programs have no financial incentive to overstate the number of cases 
handled because local program fiinding is not tied to the number of cases handled 
or reported. Funding is based solely on the low-income population living within a 
service area. 

The errors with the CSR statistics stem ftom the LSC's 20-year-old case reporting 
system, which the current LSC management inherited from its predecessors and has 
not yet had time to fully examine and reform. As you know, in 1996, Congress made 
significant changes in the scope of and the delivery of legal services provided by 
LSC. Over the past several years, LSC President John McKay, the Board of Direc- 
tors and LSC staff have worked diligently to implement these changes in the Cor- 
poration mandated by Congress. 

Inaccurate reporting of information by some local programs is an appropriate con- 
cern—not only for Congress but also for the Corporation. However, it is important 
to note that it was the Corporation that identified this problem and brought it to 
the attention of Congress. While more needs to be done, it is clear that the Corpora- 
tion is moving exp«ditiously to clarify CSR guidelines for its program grantees. 

The Legal Services Corporation is desperately needed. I urge the Subcommittee 
not to overemphasize a minor reporting problem that has no impact on LSC's fund- 
ing or the service provided to clients across the country. Regardless of the number 
of cases reported, miUions of cUents are being served, while millions more must be 
turned away because of inadequate funding. It would be overreacting to reduce or 
eliminate funding for this program when the combined efforts of the legal services 
programs, the private bar and countless individual lawyers are only able to serve 
20 percent of the legal needs of the poor. 

RECOMMENDATIONS FOB CHANGES TO THE CSR SYSTEM 

The House Appropriations Subcommittee on Commerce, Justice, State and the 
GAO have examined LSC's CSR system and have made recommendations that in- 
clude revising the system itself, providing more training to legal services providers 
who must comply with the CSR system, and changing procedures to ensure the uni- 
form collection of data and reporting of statistics. 

In its report to accompany the FY 2000 spending bill, the House Appropriations 
Subcommittee on Commerce, Justice, State directs the Corporation to make im- 
provements in the accuracy of these submissions a top priority. The Subcommittee 
further directs the Corporation to provide additional guidance to grantees on the 
definition of a case, as that term is used in the case service reports. Finally, the 
Subcommittee would gradually advance the deadline for LSC to submit its annual 
case report to Congress, from July 1 to May 1 by the year 2001. 

The practice of law and the deUvery of legal services to the poor have changed 
substantially over the past 20 years, and the ABA supports LSC's efforts to adapt 
its case reporting system and other guidelines accordingly. Consistent with the re- 
auest of the House CJS Appropriations Subcommittee and the recommendations of 

iie GAO, the ABA encourages LSC to make appropriate changes in its CSR guide- 
lines, to provide clear information to grantees on reporting criteria and to more ac- 
curately capture the type of services provided to program cUents. 

The CJS Appropriations Subcommittee directed LSC to differentiate between the 
number of cases disposed of by telephone referrals to private attorneys and the 
number disposed of by entry of a settlement agreement or a court judgement. The 
ABA endorses such a differentiation because, while a telephone referral may or may 
not rise to the level of a "case," it is nevertheless a valuable service provided to a 
constituent. 

As the CJS Appropriations Subcommittee notes, not all matters end up in court, 
thanks to legal services intervention. Legal services programs encourage the swift 
resolution of disputes with minimum conflict; only about 10 percent of matters han- 
dled by programs are resolved through litigation. The CSR system must recognize 
and cotmt as a case all such matters, whether or not they end up in litigation. 

Many LSC grantees are also adopting new approaches to using their limited fund- 
ing to serve the maximum number of chents. Some are using advice 'Tiotlines" or 
other innovative new approaches to provide service to more clients. The CSR system 
should be designed to capture information about services provided through such new 
deUvery techniques, with appropriate safeguards to ensure that callers are eUgible 
for service and receive assistance with a specific legal problem from a qualified em- 
ployee. 

•The ABA also encourages LSC to clarify guidelines for determining when a client 
has more than one case. As in the private practice of law, it is commonplace for one 
low-income cUent to bring more than one case to a legal services office, e.g., a family 
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law client may preBent several distinct legal problems. The guidelines should pro- 
vide clear direction concerning when each matter should be considered a separate 
case and should be counted accordingly. 

While the ABA supports LSC's efforts to update its CSR, we caution Congress and 
LSC not to create an overly burdensome reporting process. Having accurate data is 
very important. However, the local legal aid programs are alreadfy severely under- 
funded and the lawyers overwhelmed with clients. The lawyers in the field must 
continue to concentrate on serving the poor; it would be a disservice to the clients 
to recjuire legal aid lawyers to spend substantially more time filling out forms and 
less tmie actually practicing law. 

OTHER LSC INITIATIVES TO IMPROVE PERFORMANCE AND ACCOUNTABILITY 

We believe that the Corporation is committed to carrying out its mission, as man- 
dated by Congress. Beginning in 1996, Congress imposed several restrictions on the 
type of cases legal services programs could accept and on the clients they could 
serve. The Corporation has fully implemented those restrictions estabUshed by Con- 
gress, including shutting down programs found not to be in compliance, and has in- 
stituted several initiatives that nave significantly increased its performance and ac- 
countability. 

For the past several years, LSC has devoted itself to enforcing the 1996 restric- 
tions, as well as fostering statewide planning processes designed to increase efS- 
ciencies in the delivery of legal services to the poor in each state. The ABA supports 
LSC's efforts to encourage state planning for improving the delivery of legal services 
to the poor and has encouraged each state and local oar association to participate 
in the examination of systems and structures for providii^ legal services to the 
poor, and in ensuring that the state is making the most effective use of available 
resources. 

The Corporation has accomplished many things over the past several years: en- 
forcing Congressional restrictions and successfully defending the constitutionality of 
the restrictions when challenged, structuring a new competitive bidding process, and 
engaging in comprehensive state planning. Yet, LSC's leadership administers and 
monitors the distribution of its federal appropriation with a very lean staff and 
budget—only 3% of its annual appropriation is used for national administrative 
costs. The remaining 97 % is allocated to separate local, non-profit corporations 
around the country, which provide direct services to clients. 

CONCLUSION 

Since 1996, LSC's leadership has worked closely with Congressional leadership in 
both the House and the Senate to ensure that the Corporation and its local grantees 
are focused on meeting the basic legal needs of the poor. 

The Legal Services Corporation is a model private-public partnership. The core 
federal funding provides for client intake and screening, referral of cases, handling 
emergency matters, training pro bono lawyers, and hsmdling cases when no private 
lawyer can do so. LSC leverages and facilitates the utiUzation of private resources— 
both in-kind, pro bono services and private funding. LSC, through its local pro- 
grams, efficiently delivers legal services to the poor, at the very cost effective rate 
of less than $300 per case, even with the adjusted case service reporting figures. 

Most important, we must not lose sight of the good work that LSC lawyers nation- 
wide do in providing legal services to those in our society who are the most vulner- 
able and who may not otherwise have the benefit of legal assistance. The focus of 
LSC's efforts and those of Congress mtist remain on reducing the unmet legal needs 
of the poor. It is critical that we continue to improve the delivery of legal services 
for the poor and work for adequate funding for LSC so victims of domestic violence 
can get the help they need, patients can receive the health care they are entitled 
to and other poor people can obtain assistance with their basic legal problems. 

Mr. GEKAS. We turn to Mr. Boehm. 

STATEMENT OF KENNETH F. BOEHM, CHAIRMAN, NATIONAL 
LEGAL AND POLICY CENTER 

Mr. BoEHM. Thank you, Mr. Chairman. Thank you, members of 
the subcommittee. 

As we sit here today, at this point in time nobody has a real ac- 
curate number of how many cases were handled by Legal Services 
in 1997, 1998, and, as we now know from the report that just came 
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out 9 days ago from the GAO, they said, "In conclusion, we do not 
believe tiiat LSC's efforts to date have been sufficient to fully re- 
solve the case reporting problems that occurred in 1997." 

So not only are our numbers wrong for the last 2 years, but 
there's not even good prospects that their efforts are going to solve 
it. 

The facts here couldn't be more clear. LSC does have a duty to 
report the number of cases handled each year because Congress 
has asked for it each year. There's also reporting requirements in 
the LSC Act. And Congress relies on the accuracy of these numbers 
for a very good reason—they have no place else to go but to LSC 
to get this information. 

Furthermore, it is the most significant performance statistic. You 
gave the quote from President McKay before. He says Congress de- 
serves accurate figures and they rely on them. They do. 

Look what Congressman Harold Rogers, who is the chairman of 
their Appropriations Conunittee, said just this year at their hear- 
ing when this issue arose. He said, "We do make our decisions 
based upon the volume of the load that is represented to us." He's 
their appropriations chairman. He was making his decisions, which 
are considerable for being the chairman of the Appropriations Sub- 
committee, based on the numbers of cases. 

They have argued—and I have attended the last 10 Legal Serv- 
ices appropriations hearings the last 10 years. They have argued 
eveiy single year based on case load. They have even said, "Give 
us 'X' number of dollars more, and we'll do 'X' ntunber of cases 
more," based on cost per case, based on figures that we now know 
are fiction. 

How did this happen? LSC in May gave a fact book. May, 1998, 
to Congress. "These are how many cases we did in 1997." They 
didn't think it was dishonest at the time. They thought those num- 
bers were true. But, starting in June, July, smd August 1998, these 
audits came in and other reports came in and examinations came 
in. There was a flood of information to the IG. These numbers are 
bogus by big amounts. 

The AP story, when they talked to folks all around the country, 
said they looked at four proCTams, alone, and close to 70 percent 
of 73,000 cases were invalid. They found cases that were just imag- 
inary, as with Florida Rural Legal, where they found 39,000 cases 
out of 44,000 just did not exist. 

How could a program director have 44,000 open cases and not 
know there was actually 5,522 cases? 

Now, maybe that's not fraud. It's certainly gross negligence. It's 
certainly—he doesn't know his attorneys are handling 5,000 or 
44,000? And when asked he promptly says, "Oh, that number 
wasn't a real number," and gives the number of 5,500. 

By the way, the inspector general said, when he was talking 
about a semi-annual report, Mr. Chairman, in answer to your ques- 
tion, that he couldn't put in his semi-annual report that he filed 
ending the 6-month period September, 1998, that there were all 
these major problems because he wasn't done his audits. 

What about all the other reports like Florida Rural? That wasn't 
an audit. Hiat was a phone call asking about the suspiciously high 
numbers. There was no reason why, when he had that question, 
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"Were there any significant problems, abuses, or deficiencies?"— 
that was the question—he said "None." 

If it's not a significant problem, abuse, or deficiency when you 
find half to two-thirds of the cases you're looking at just don't exist, 
then what is a problem? When you find there s no cases? It just 
boggles the mind that that somehow covers. 

Tnere's worse information, and that is, in an IG e-mail to mem- 
bers of his staff in September 1998, he said, "The numbers pro- 
vided to Congress were inadequate, inaccurate." He knew that the 
numbers provided in May, 1998, were wrong. So did Mr. McKay. 

You would think, since Congress was reljang on this fact book to 
decide how much money to give, they would go to Congress and 
say, "Look, we didn't know it at the time, but now we know it— 
these niunbers are not accurate. Please reconsider. We're working 
on it," and so forth. 

But they knew Congress was relying on inaccurate data. The ac- 
tual final vote didn't come in August. That was just the House vote 
that Mr. Quatrevaux referred to. The final vote was October 21st, 
over a month after he said the nimibers given to Congress were in- 
accurate. 

He had a duty, as an IG. Mr. McKay had a duty, as the president 
of the Corporation, to Congress to just tell them the truth. "You're 
reljring on inaccurate numbers." Instead, these numbers were ban- 
died about in the floor debate. "Here's how many cases." And they 
knew, as they watched the floor debate, that these numbers were 
wrong. That simply is wrong. That's the problem here. 

And, as for ft-aud, let me just say there are plenty of—we have 
a complaint pending now. A 20-year Legal Services veteran up in 
New York said he quit, 20 years on the job, he quit because every 
phone call to every secretary was being coimted as a case. That 
was wrong. And he said they were doing it in order to puff up their 
numbers for LSC and their other fimders. They get money fit)m 
other sources. They use these numbers for competition or to keep 
competition backed off. 

There are 101 motives to buff up your numbers. They do get 
their money based on the poverty population, but LSC gets its 
money based on these higher numbers, and when they go to private 
groups that's how they get their money, too. 

This is exactly what it looks like. It is a problem at the local level 
with phony numbers. It's a problem at the LSC level with an IG 
and an LSC president who won't tell Congress they are reljring on 
false numbers. 

Hopefiilly, there will be steps taken to hold them accountable, as 
any Government agency should be held accountable. 

Mr. GEKAS. We thank the gentleman. 
[The prepared statement of Mr. Boehm follows:] 

PREPARED STATEMENT OF KENNETH F. BOEHM, CHAIRMAN, NATIONAL LEGAL AND 
PoucY CENTER 

MORE UNACCOUNTABLE THAN EVER: HOW THE LEGAL SERVICES CORPORATION HTO rra 
PHANTOM CASE PROBLEM FROM CONGRESS 

Myname is Ken Boehm. Fm Chairman of the Nationsd Legal and Policy Center 
(NLPC), a leeal group which promotes open, ethical government through research, 
education and legal action. NLPC is one of the three groups which successfiilly sued 
in federal court to force the White House's Health Care Task Force to publicly dis- 
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doae its documents and the identities of its members. Since 1994, NLPC has spon- 
sored the Legal Services Accountability Project to document and expose abuses in 
the federal legal services program. FVom 19i89 to 1994, I served in senior manage- 
ment positions at Legal Services Corporation and from 1991 to 1994 as Counsel to 
the LSC Board of Directors. 

THE FACTS COULD NOT BE CLEARES 

"Hie facts in this case are crystal clear. 
The Legal Services Corporation has a duty under the LSC Act to truthfully report 

to Congress how many cases are handled by the lawyers in the programs it fiinds. 
Congress reUes on the accuracy of those case figures because it has no other 

source of information about them except LSC. 
LSC has always used the number of cases it handles as one of its main arguments 

when requesting additional funds from Congress. 
In 1998, LSC provided its annual L3C Fad Book to Congress in May. The case 

totals LSC reported were thought to be accurate at the time by LSC ofiBdals. 
Shortly thereafter, the LSC Inspector General's office began audits which revealed 

serious overcounting and exaggeration of case totals. Over the simuner of 1998, LSC 
learned that tens of thousands of cases being claimed were eiUier invalid or simply 
did not exist. 

On August 3, 1998, LSC learned that Florida Rural Legal Services had claimed 
44,993 open cases for 1997 but the program admitted that the true number was just 
5,522 due to a claimed "computer error." The bottom line was that this single pro- 
gram had over 39,000 phantom cases and only 12% of its claimed open cases were 
vaUd. 

By September 1998, the LSC Inspector General told the LSC Board that the audit 
of Legal Services of Northern Virginia found closed cases overstated by 13% and 
open cases by 68%. 

Also in September the Inspector General stated in an e-mail to a member of his 
staff that "the numbers provided to Congress were inaccurate." 

The final vote on LSC funding came on October 21, 1998 with Congress giving 
LSC a $17 million increase in funding over the previous year. 

By the day of the October 21 fundiJag vote, LSC's President and Inspector General 
had known for months that the case statistics given to Congress in May were both 
false and inflated. 

Both the LSC President and Inspector General knew that Congress was relying 
on the false case statistics in the debate over fimding yet neither took any stepa 
whatsoever to correct the false statistics. 

The Inspector General even filed a Semiannual Report to Congress for the 6- 
month period ending September 30, 1998 in which he was required to identify "Sig- 
nificant problems, abuses and deficiencies" and his answer was "None." 

In all, the audits and examinations of the IG's office found that approximately 
100,000 of 150,000 cases were invahd, double-counts or simply did not exist. 

Put simply: two out of every three cases examined were invalid or phantom cxtses. 
Every program examined had serious case counting problems. 

Even after the October 1998 vote. Congress was never informed that LSC had 
fotind a serious pattern of wildly inflated case totals. 

At the LSC appropriations hearing before the House Appropriations Subcommit- 
tee chaired by Rep. Hal Rogers, LSC provided voluminous material about its activi- 
ties, but there was not one word in any of those documents about the serious case 
counting problem. 

Only because a senior auditor on the Inspector General's staff team wets so prin- 
cipled as to give up his job was the cover-up of the substantial case reporting prob- 
lem revealed to Congress. This professional staff member with more than 20 years 
of experience in the federal government quit his position with the IG's office shortly 
before the LSC hearing in March 1999 in order to brief Rep. Tom Latham (R-IA- 
5) about the problems which LSC and its Inspector General were doing their best 
to hide. 

Congressman Latham exposed the cover-iip at the appropriations hearing and 
shortly thereafter Associated Press reporter ICaren Gullo broke a national story dis- 
closing more information about the substantial problems with exaggerated case to- 
tals. 

The AP story disclosed that about 70% of the closed cases at pr(»rams in San 
Francisco, San Diego, Miami and Northern Virginia were not vahd. 'The story also 
quoted Rep. Latham as (questioning whether LSC IG Quatrevaux had adhered "to 
even the spirit^ of his duties for not informing Congress of the problem. 
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The General Accounting 0£Bce investigation undertaken in the wake of the case 
reporting scetndal confirmed substantial problems in 1997 case reporting by five of 
LsC'a largest programs. The GAO determined that as many as naif of the cases 
claimed in the major programs in New York were vaUd. The program in Puerto Rico 
had destroyed client case files in violation of a five-year case retention rule, making 
an accurate investigation there impossible. As with the audits and examinations of 
the LSC IG's office, every program examined had significant case reporting prob- 
lems. 

THE EXCUSES: AS INVALID AND FALSE AS THE CASE TOTALS 

From the beginning, both the LSC President and Inspector General decided the 
best way to deal with the substantial case reporting problem was to cover it up. 

A conscious decision was made not to look further at 1997 case problems and this 
decision was mentioned in a September 1998 e-mail sent by the IG to members of 
his staff. A planned audit of the San Francisco program to examine case reporting 
was scrubbed. Other audits were delayed. The September 1998 deadline to have ex- 
amined ten programs for case reporting was repeatedly extended. 

The LSC President took no steps whatsoever to inform Congress that the 1997 
case numbers which LSC submitted to Congress in May 1998 were false and sub- 
stantially inflated. 

The LSC Inspector Genertd made a conscious decision not to inform Congress that 
the single most important performance statistic for the legal services program had 
been found to be substantially flawed. The Inspector General's Semiannual Report 
to Congress for the period ending September 30, 1998 falsely stated that there were 
no "Significant problems, abuses or deficiencies" in the program found during the 
six-month period in question. Appetrently audits and examinations showing that 
more than naif the cases claimed were invalid or non-existent did not qualify as a 
"significant problem, abuse or deficiency." Nor was the fact that every progrtun ex- 
amined had serious problems. 

The cover-up failed because the senior auditor who conducted the audits and ex- 
aminations felt deeply that the cover-up was morally, professionally and legally 
wrong. His many years of distinguished service in the Inspector General's ofi5ce at 
the Diepartment of State and the Department of Defense had imbued him with the 
beUef tnat auditors perform a valuable public service and have a responsibility of 
honesty that transcends political or bureaucratic considerations. The numerous 
awards, citations and promotions in his personnel file imderscored his professional 
achievements as an auditor. 

Personally, the senior auditor who first exposed the case reporting problem was 
very supjportive of the legal services program. When he observed the LSC President 
and LSC Inspector General taking no steps to inform Congress or the public about 
the problems, he knew the information was too serious to oe covered up. He made 
a decision that he would give up his employment in the Inspector General's office 
in order to expose the problem and to pursue other career opportunities. 

This committee, the Congress and tne pubUc owe a debt of gratitude to this per- 
son for exposing both the substantial case reporting problems as well as the at- 
tempted cover-up. 

This person was not alone in the LSC Insjpector General's office in being appalled 
at the lack of honesty over the cover-up of the problem. Shortly after ttie March 
1999 LSC appropriations hearing where Rep. Latham confronted LSC officials about 
the problem, another senior stfuf member of the LSC Inspector General's office re- 
sided in protest over the IG's dishonesty. 

The issue wasn't a political view about the legal services program. The issue was 
a dishonest cover-up of a substantial problem. And two senior professional staif 
members of the LSC Inspector General s office felt compelled to give up their em- 
ployment rather than be a party to what they knew was dishonest. 

When the cover-up was exposed by Congress and the Associated Press and the 
seriousness of the falsified case totals confirmed by the GAO investigation, LSC offi- 
cials came up with a string of excuses, all of which have been shown to be as false 
and invalid as the case totals. 
Excuse: The Overwhelming Majority of Programs Report Case Data Correctly 

This was the claim LSC posted to its web home page when the Associated Press 
story broke in April. It is now, to use a Washington phrase, "non-operational." 

The GAO investigation of the case reporting problems at five of LSC's largest pro- 
grams has shown, to use GAO's own language, "substantial problems." Subsequent 
audits released by the IG's office have also shown serious and widespread case over- 
counting problems. 
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An investigation by LSC into a North Carolina legal services program which had 
illegally taken a trip to Mexico to recruit ineligible clients included a spot che«k of 
25 client files. The 25 files of open cases were selected at random for general analy- 
sis. According to a letter dated September 18, 1998 by LSC IVesident John McKay 
to the program: 

'All 25 of these cases failed to have sufficient or any asset information, as is re- 
quired by LSC regulations. 45 C.F.R. section ISll.&a)" 

The fact that 25 out of 25 randomly selected case files at a mfuor program failed 
to have eligibility information speaks for itself. The letter cited above was obtained 
by National Legal and Pobcy Center under the Freedom of Information Act. None 
of the invalid cases at the North Carolina program are counted as part of the dose 
to 100,000 invalid cases found by the Inspector General's Office or the approxi- 
mately 75,000 questionable cases found by GAO investigators. 

^^th each passing month, it has become clearer and clearer that the case over- 
counting problem in the legal services program is systemic and serious. Every pro- 
gram examined has had problems and when less than half of the claimed cases in 
the New York and Baltimore programs are shown to be legitimate, the problem is 
substantial. 
Excuse: Congress Doesn't Rely on Case Totals to Decide on LSC Funding 

The rebuttal to this claim comes fix>m a statement made by the LSC President, 
John McKay, in December 1998: 

'Case statistics play an essential rale in the budget request and performance 
plan submitted by LSC to the United States Congress each year. Therefore, the 
reliability of case statistics submitted by programs to LSC is vital to <Ataining 
continued Federal funding for Legal Services." 

Ironically, the above statement, which was posted as "A Message From the Presi- 
dent^ on LSCs web page in December 1998, was made at a time that LSC had still 
not told Congress about the massive false case reporting. If Mr. McKay truly be- 
herved that case statistics played an essential role in LSC's budget request and their 
reliability was vital to continued funding, then why did he refuse to supply Congress 
with correct case totals? 

Moreover, Members of Congress of both parties have long cited the case totals as 
an important performance indicator in trying to determine how much funding LSC 
shoula receive. 

Rep. Hal Rogers CR-KY-5), Chairman of the House Appropriations Subcommittee 
on Commerce, Justice, State, the Judiciary and Related Agencies, summed up the 
importance of case totals at the March 1999 hearing on LSC: 

"We do make our judgments based on the volume of the load that is represented 
to us.' 

At the risk of stating the obvious, LSC cannot have it both ways. They cannot 
credibly argue that they deserve huge funding increases based on case totals and 
then when those very same case totals are found to be false and wildly inflated, 
argue that case totals don't matter. 
Excuse: Legal Services Programs Have No Motive to Inflate Case Totals 

To promote the view that this whole issue is just one of bookkeeping confusion, 
LSC has argued that Legal Services programs have no motive to exaggerate the 
number of cases they handle. LSC points out that programs receive their LSC funds 
based on poverty population of their service areas, not on the number of cases they 
handle. 

While it is true that programs receive LSC funds based on the poverty population 
of the area they serve and not the number of cases they handle, there are numerous 
motives for legal services programs to inflate their case numbers. 

• Most legal services programs receive funding firom many sources other than 
LSC. Case totals are routinely used by programs as an argument to receive 
funds from state and local government as well as private foundations and 
charities. False case totals deceive funders into beUeving a legal services pro- 
gram is far more efficient than it really is. 

• Case totals are a factor in the competition for LSC grants which Congress 
mandated in 1996. False, inflated case numbers have the effect of discourag- 
ing competition for grants and giving an unfaur advantage to the program 
which has exaggerated its case figures. 



• Puffing up case totals at the legal services program level helps LSC offidalB 
argue that Congress should provide more funds to LSC which directly bene- 
fits each program. 

• Using phony case statistics reduces the cost-per-case, making programs artifi- 
cially look more productive. Again, this practice unfairly deceives funders at 
the local, state and national levels. 

Excuse: No Fraud Was Found 
LSC has repeatedly claimed that neither the IG audits nor the GAO investigation 

found fraud. 
The fact is neither the audits nor the investigation were charged with finding 

fraud yet both turned up reams of evidence that Legal Services programs knew or 
should have known that their practices were falsely inflating the case nvmibers. 

• LSC's claim as to no fraud being found ignores the claim in a May 1999 letter 
to the editor of Investor's Business Daily by John T. Hand in which this law- 
yer who worked for more than 20 years for Westchester/Putnam Legal Serv- 
ices in New York stated he quit, in part, because the program "was counting 
every telephone call as a 'case' in order to build up numSers to report to the 
LSC and other funding sources. Consequently, hundreds, if not thousands, of 
reported cases were nothing more than referrals or other responses given by 
paralegals or secretaries." (emphasis added) 

The motive for counting phone calls by secretaries as legal cases by this 
program is quite clear—it's to deceive LSC and other flinders. 

National Legal and Policy Center recently filed a complaint with LSC ask- 
ing it to investigate the allegations of this 20-t- year legal services veteran. 

• When Florida Rural Legal Services was questioned as to its claimed 44,993 
open cases, it reduced the claim by an astounding 39,471 cases to 5,522 cases 
on August 3, 1998. This represents the largest reduction in cases by a single 
program ever. The reason for the overcount was an unexplained "computer 
error." Neither LSC nor its IG made any attempt to audit or investigate this 
incredible overcount. Left unexplained is how any program director can ra- 
tionally not know if the program's lawyers have 44,993 open cases or 5,522 
open cases. 

Rather than claim there was no evidence of fraud, a more accurate claim 
would be that LSC and its IG went to extremes to not investigate any 
misreporting of case figures which might have been fraudulent. 

• LSC regulations have never allowed legal assistance to ineligible clients, the 
double-counting of cases or counting telephone calls by non-lawyers as "legal 
cases." Yet all of those clearly improper practices were found repeatedly by 
the audits of the IG staff and the investigation by the GAO. In a number oif 
programs, the system was set up to allow for the types of overcounts just de- 
scribed to occur. 

This institutionalized falsification of case numbers has not been properly 
investigated by either LSC or its IG. 

• The claim that there was no fraud, that program directors simply overcount 
because the bookkeeping is just too complicated is an absurd argument on its 
face. Would LSC have Congress believe that the top officials of every major 
legal services program examined simply can't figure out how many cases nis 
or her pro-am handles? If that is true, how can they be relied upon to pro- 
vide anythmg a Uttle more complicated, like legal services? 

Excuse: The IG Act and Government Audit Standards Prevented the LSC Inspector 
General From Reporting the False Case Statistics to Congress 
• In attempting to deny responsibility for covering up the case problems from 

Congress, the LSC IG has suggested that both the IG Act and government 
auditing standards precluded him from informing Congress that the LSC case 
totals it was relying upon in late 1998 were false. Quite to the contrary, the 
IG Act explicitly calls for keeping "the Congress fiilly and currently informed 
about problems and discrepancies." Section 2 (3) 

• Section 4 of the IG Act (Duties and ResponsibiUties) explicitly calls for an In- 
spector General to keep C^ongress "fully and currently informed by means of 
reports required by section 5 [semiannual reports] cuid otherwise, concerning 
fraud, and other serious problems, abuses and deficiencies." 

• Any suggestion that some of the audits were incomplete thus the IG was not 
in a position to provide information about them also ignores the Government 
Auditing Standards (1994 revision): 
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REPORTING STANDARDS rOR PERFORMANCE AUDITS: TIMELINESS 

Standard 7.6 
'Auditors should appropriately issue the reports to make the information avail- 
able for timely use try management, legislative officials, and other interested par- 
ties." 

Moreover, some of the most egregious excunples of case inflation did not come 
from audits. The Florida Rural Legal Services reduction of more than 39,000 cases 
was not the result of an audit but rather simply questions to the program about 
the suspiciously large number of open cases. 

The San Francisco Legal Aid Foundation closed case totals were revised down- 
ward dramatically from 15,995 claimed for 1997 to 3,639—an astounding 77% 
drop—without being audited. 

RECOMMENDATIONS 

1. Congress should take steps to mandate an independent audit for both the 1997 
and 1998 case figures. Neither the LSC nor its Inspector General have the credibil- 
ity to do so and have a vested interest in covering up the extent of the problem. 

2. Those officials who knowingly misled Congress and the public should be re- 
moved. An}rthing less sends the message that Congress will tolerate being provided 
with bogus case statistics and will tolerate cover-ups. Also, failure to hold the LSC 
President and Inspector General accountable for their actions sends the wrong mes- 
sage to others entrusted with public funds and responsibilities. 

3. LSC-fiinded programs and officials who knowingly provide false case totals to 
LSC should be subject to the Federal False Statements Act and criminal penalties 
similar to those who use false statements to obtain funds from other federal pro- 
grams. 

4. This Subcommittee should reconsider the legal services reauthorization legisla- 
tion sponsored by Chairman George Gekas which passed this Subcommittee in 1996. 
That legislation eliminated the Legal Services Corporation while block-granting 
funds for legcJ services to the states. In light of the failure of the legal services pro- 
gram to provide accurate information about their services to Congress and the fail- 
ure of both LSC and its Inspector General to ftilfUl their oversight duties in this 
matter. Chairman Gekas' legislation for eliminating LSC represents a practical al- 
ternative to the present dysfunctional program. 

Mr. GEKAS. We turn to Ms. Thomas. 

STATEMENT OF VIRGINIA L. THOMAS, SENIOR FELLOW IN 
GOVERNMENT STUDIES, THE HERITAGE FOUNDATION 

Ms. THOMAS. Thank you, Mr. Chairman, and thank you for invit- 
ing us today. 

My name is Virginia Thomas, and I'm proud to be here with the 
Heritage Foundation today. 

Thank you for holding this oversight hearing. I think these kinds 
of hearings and investigations known as Congressional oversight 
are perhaps the single most important feature of the checks and 
balances our founders provided to ensure the accountability of the 
Federal Government for the taxpayers. 

When oversight is conducted well, it leads to real and positive 
change, and I certainly hope that's the case today. 

If ever there was a compelling need for improved accountability 
for the use of taxpayer funds, LSC is at such a point at this time. 

Since 1974, taxpayers have spent $6 billion on legal aid to the 
poor. And, thanks to the courage of a few principled individuals 
who worked at LSC only until they realized that they were part of 
a numbers charade, we all now know more about LSC's real per- 
formance, and that's why we're here today—the facts. 

We all may disagree on policy options, but let's today focus on 
facts. 



With new scrutiny, Congress found that LSC served less of the 
Nation's poor than LSC had previously boasted to the pubhc. As re- 
cently as March 1999, when it was requesting a $40 million in- 
crease in its budget, LSC claimed to have served 1,932,612 poor in 
1997. Today, perhaps for the first time, we are learning that that 
number is more likely to be—^we haven't seen the facts underlying 
this—1.1 million. That's a significant reduction of service for the 
poor that the taxpayers are pajdng for. 

Every program and every grantee that has been audited has 
demonstrated serious miscoimting or over-coimting of cases. 

The 1998 figures that usually come out in a fact book was due 
to the Congress in May of this year. It is 4 months late. You don't 
have those figures, I don't have those figures. I think that would 
be a reveaUng thing to have before Congress appropriates addi- 
tional taxpayer dollars to the Legal Services Corporation. 

One might be able to chalk the errors up to bureaucratic bun- 
gling had we not seen LSC take quiet, remedied steps to solve their 
case statistics problem in late 1998. 

At the same time, no mention of this over-counting problem was 
made to Congress tintil pubUcity intensified after the appropria- 
tions hearing in March, 1999, when one Congressman started ask- 
ing questions to get the facts, and then the AP story broke in April, 
and my lengthier "Backgrounder," which has been referred to many 
times—and Fm sure the Heritage Foundation is appreciative of the 
fact that it is being read so carefiilly—that documents that there 
is a time table as to when LSC knew they had a problem and when 
they revealed it to the Congress. 

We do know that every single case audited has revealed prob- 
lems. 

When Congress passed the Government Performance and Results 
Act in 1993, it co(fified the desire of Congress to hold Federal pro- 
grams accountable for their actual performance, not the good inten- 
tions of serving the poor or outcome measures, output measures 
that can easily distract people fi-om understanding whether tax- 
payer dollars are, in fact, getting to the people we're trying to get 
help to. 

Please look at just a few of the articles Tve attached to my testi- 
mony to demonstrate the quiet but fundamental change happening 
in the way Washington is making decisions because of this tool, the 
Results Act. 

It is a bipartisan, nonpartisan tool that helps restore public trust 
to Government by focusing on results and effectiveness of pro- 
grams. It allows you and I to decide what's working, what's wasted, 
what needs to be improved, and what needs to be rethought. 

The Results Act calls for objective, reliable data to define and 
measure program performance, and it seeks to hold programs and 
managers accountable for performance. It may be a novel concept 
for the Federal Government, but it is working at the State and 
local levels. 

Performance-based Government is about restoring America's 
trust to Government based on results. The Legal Services Corpora- 
tion, although not technically covered by the Results Act, has cho- 
sen to abide by it, so that means we can look at them to be respon- 
sive in the same way to these data requirements, but two things 
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can render the move toward performance-based Grovemments null 
and void. 

First, the Results Act is useless unless Congress can rely on in- 
formation provided to it. Without a doubt, LSC is not the only en- 
tity that is facing data reliability problems. In July, GAO provided 
Congress a massive report indicating that 20 out of 24 of the larg- 
est Federal agencies are going to have trouble verifying perform- 
ance data to Congress next year when a performance report is due 
because of the GPRA law. 

Second, the Results Act will be completely ineffectual if Congress 
provides increased money to non-performing agencies. If Congress 
does nothing in the face of poor or misleading performance, cyni- 
cism is likely to increase and the opportunity to restore public trust 
will be missed. 

So what is to be done? The ball is in Congress' court. 
No one would deny that the less-privileged in our society benefit 

significantly fi-om legal assistance, but it is entirely unacceptable 
for Congress, the States, or private entities to continue to provide 
funding to LSC without having credible and accurate information 
on how current funds are being spent. 

Just as you or I would alter our donations to a charity if we 
learned the charity had misrepresented its activities in its annual 
report, so, too, should Congress be equally vigilant with taxpayer 
dollars in the face of gross overstatements by an entity entrusted 
to serve the poor. 

Thank you for your time. 
Mr. GEKAS. We thank the lady. 
[The prepared statement of Ms. Thomas follows:] 

PREPARED STATEMENT OF VmoiNiA L. THOMAS, SENIOR FELLOW IN GOVERNMENT 
STUDIES, THE HERITAGE FOUNDATION 

Thank you for holding this oversight hearing on the Legal Services Corporation 
(LSC), Mr. Chairman. With your permission, I will make only a short oral statement 
and would ask that my entire statement be entered into the record. I must stress, 
however, that the views I express are entirely my own, and should not be construed 
as representing any official position of The Heritage Foundation. 

Everyday Congress makes decisions on how much scrutiny, how much money or 
how much reform is needed for existing federal programs within this $1.7 trillion 
dollar federal government. Many people don't know that when Congress is not pass- 
ing laws or spending money it is—or should be—holding hearings and conducting 
investigations that ask tough questions of federal agencies and their use of taxpayer 
dollars. 

These hearii>gs and investigations, known as congressional oversight, are perhaps 
the single most important feature of the "checks-and-balances" envisaged by the 
Founders to guide the direction—and therefore the accountability—of the federal 
government and its many agencies and endeavors. And when oversight is conducted 
properly, oversight of federal agencies can lead to real and positive change. 
LSC's Performance Data Collapsing Under Scrutiny 

If ever there was a compelling need for improved accountability for the use of tax- 
payer funds, LSC is such a case at this point in time. Since 1974, taxpayers have 
spent $6 billion on legal aid to the poor. Thanks to the courage of a few principled 
individuals who worked at LSC only until they realized that they were part of a 
numbers charade, we all now know more about LSC's real performance. 

With new scrutiny. Congress found that LSC served less of the nation's poor than 
LSC had previously boasted to the pubUc. As recently as March of 1999 when it was 
requesting a $40 million increase in its budget, LSC claimed to have served 
1,932,613 poor in 1997. Yet, every program or grantee that has been audited has 
demonstrated serious miscounting or over-counting of cases. 
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• Information from the LSC's Inspector General's office found that of 6 pro- 
grams reviewed, nearly two-thirds of their reported cases were inaccurate. 

• GAO reported in a June, 1999 audit that one third of reported cases were 
overstated in five of the largest grantees. 

• This month, the IG released 3 more audits. Grantees in Philadelphia, Monroe 
County, New York and Maryland continued double-counting cases, omitting 
verification of citizenship or ehgibility in caae files and even reported phan- 
tom cases. 

And, the 1998 figures are still not public—although they typically would be pub- 
lished in May, 1999. These figures are now 4 months late to the Congress. We luiow 
LSC didn't serve 1.9 miUion people in 1997. One would assume that the 1998 fig- 
ures would be below 1.9 million as weU, but Congress should have that information 
prior to additional appropriations being made to LSC fi^m the taxpayer. 

One might be able to chalk the errors up to bureaucratic bungling had we not 
seen LSC take quiet remedial steps to solve their case statistics problem in late 
1998. At the same time, no mention of this over-counting problem was made to Con- 
gress until publicity intensified after a March 1999 House appropriations sub- 
committee hearing and an Associated Press story broke on April 8, 1999. 

My lengthier Backgrounder that is attached (in the form of my written testimony) 
for the record documents the unchallenged facts and timetable as to when L^ 
knew they had a problem, and when they revealed it to the Congress. It would ap- 
pear that there remains much to find out about the 1997 and 1998 case statistics 
and the use of taxpayer dollars; however, as stated earlier, every case audited has 
revealed significant over-counting and mis-reporting. 
Performance-based Governing is a Bipartisan Effort 

When Congress passed the Government Performance and Results Act in 1993, it 
codified the desire of the Congress to hold federal programs accountable for their 
actual performance (not the good intentions or the process measures that can easily 
distract decision-makers). The Results Act's implementation has triggered a quiet 
but fiindamental change in the way Washington is making decisions. The Results 
Act has provided the Congress with the tools needed to comprehensively evaluate 
federal programs to determine what's working, what's wasted, what needs to be im- 
proved and what needs to be rethought. Pursuant to this law, existing federal pro- 
grams are designing five year strategic plans, annual performance plans and annual 
performance reports. 

The Results Act calls for objective, reliable data to define Etnd measure program 
performance and it seeks to hold programs and managers accountable for perform- 
ance. This may be a novel concept for the federal government; but states and local 
governments are increasingly using performance measures to ensure taxpayer 
money is wisely used. 

As a colleague of mine said, "While the Results Act does not generate immediate 
excitement, it will—if properly administered—deliver the most significant level of 
government accountability for tax dollars in American history. For the first time, tax- 
payers will know how federal agencies are spending their money, which of them are 
doing it effectively and which of them are wasting taxpayers' money." Performance 
bfised government, a non-partisan initiative, is about restoring Americans' trust in 
government based on the results of government programs. 

ISC has chosen to abide by the Results Act and be accoimtable for its perform- 
ance using the same reporting mechanisms that other federal agencies nave im- 
posed upon them. 
Congress Must Respond when Data is Misleading or Inaccurate 

Two things can render the move towards performance based governance nuU and 
void. First, the Results Act is useless unless Congress can rely on the information it 
is provided. Without a doubt, there is an early indication that data reliabiUty is not 
only a problem at LSC. The General Accounting Office recently issued a report that 
said that 20 of the largest 24 federal agencies expect to have problems verifying 
their performance data to the Congress next year when the Results Act requires a 
Performance Report in March of 2000. 

And second, the Results Act will be completely ineffectual if Congress provides in- 
creased money to non-performing agencies. If Congress does nothing in the face of 
poor or misleading performance, cynicism is likely to increase and the opportunity 
to restore public trust will be missed. 

So, whereas LSC's misleading performance data is only the beginning of many 
data  problems  likely  to  present  themselves  to  Congress,  many  are   watching 
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Congress's handling of LSC as an early case of whether all agencies need to take 
their own performance seriously or not. 

Now that the facts are clear, the ball is in Congress's court. What is to be done 
now that LSC has been caught misleading the Congress about what it is doing with 
taxpayer dollars? 

Summary 
No one would deny that the less privileged in our society benefit significantly fi^>m 

legal assistance. But it is entirely unacceptable for Congress, the states or private 
entities to continue to provide funding to LSC programs without having credible and 
accurate information on how current ninds are being spent. 

Just as you or I would alter our donations to a charity if we learned the charity 
had misrepresented its activities in its annual report, so too should Congress be 
equally vigilant with taxpayer dollars in the face oi gross overstatements by an en- 
tity entrusted to serve the poor. 

Thank you for your time and attention. I look forward to any questions you may 
have for me. 

TIME FOR CONGRESS TO HOLD THE LEGAL SERVICES CORPORATION ACCOUNTABLE 

The views I express are entirely my own, and should not be construed as rep- 
resenting any official position of The Heritage Foundation. 

The Legal Services Corporation (LSC) is a federally fiinded agency with 269 
grantee offices around the country that have provided over $6 billion of free legal 
aid to the eligible poor since 1974. For fiscal year (FY) 2000, the LSC is requesting 
a $40 million increase, to bring its fimding level to $340 million. This represents 
about a 13 percent increase in agency funding at a time when the U.S. General Ac- 
counting Office (GAO), the LSC's own inspector general, and the press have uncov- 
ered serious problems with the agency's case reporting statistics and performance 
numbers. Auoits of the LSC's 1997 caseload data for 11 grantee offices—which re- 
ported handling 370,000 cases—determined that only 198,000 were valid.' 

Until Congress receives accurate information about the performance of the Legal 
Services Corporation's grantees, it cannot hold the agency accountable for its per- 
formance ana its use oftaxpayer dollars. Congress should demand that all LSC pro- 
grams supply timely and accurate data on program performance; it also shoula re- 
quire independent audits and conduct investigative hearings. In addition. Members 
en Congress should ask whether it is even appropriate for the federal government 
to be funding this program. If it is not, they should consider closing down the LSC 
by transferring its fiinding to the Department of Justice, with a strict formula for 
block granting those funds to the states based on the number of poor in each juris- 
diction. The responsibiUty for providing legal services to the poor belongs more ap- 
propriately to state 8uid local officials and to private-sector institutions—those clos- 
est to the people in need of assistance. 

THE TROUBLE WITH THE LSC'S NUMBERS 

The LSC Factbook is a benchmark of LSC performance figures not only for Con- 
gress, but for states and private funding sources as well. In its 1998 Factoook,^ the 
most recent issue available to Congress, the LSC reported that a total of 1,932,613 
poor people were aided.^ (See the Appendix for the 1998 Factbook's 1997 case statis- 
tics for specific congressional districts.) 

' U.S. General Accounting Office, Legal Services Corporation: Substantial Problems in 1997 
Case Reporting by Five Grantees, GAO/GGD-99-135R, June 25, 1999, and associated material 
included in "Briefing to Congressional Requesters," June 21, 1999; Karen Gullo, "Legal Aid Pro- 
grams Overstated Cases," Associated Press, April 8, 1999. See also Legal Services Corporation, 
Office of the Inspector General, Review of Case Statistics Report, AU99-012, March 1999; Re- 
view of Case Statistics Report, AU99-013, March 1999; General Review of Selected Parts of the 
Legal Services of Northern Virginia's 1997 Grant Activity Report and Timekeeping System and 
Its Compliance with Selected Regulations, AU99-001. October 1998. 

'Legal Services Corporation, 1998 Factbook & Program Information, at http^/www.Isc.gov/ 
fbtoc^.html. Each year, the Legal Services Corporation provides Congress with a Factbook 
which includes data on the number of clients served, the number of private attorneys participat- 
ing in LSC-sponsored programs, the amount of federal and non-federal funding, and the number 
of fiill-time staff. Figures included in any given Factbook represent data for the previous cal- 
endar year. The 1998 Factbook, for example, reports figures for calendar year 1997. The 1999 
Factbook is not yet published. 

'The Legal Services Corporation's 1998 Factbook, issued in May 1998, claimed that 269 
grantees had 471,600 cases open and 1,461,873 cases closed at the end of 1997, serving a total 
of 1.9 million poor people with $283 million in federal funds. Eligibility for assistance is found 

Continued 
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After egregious errors in the 1998 Factbook numbers were reported in the press, 
however, the LSC was compelled to admit that it had not served as many clients 
as it had reported. An April 1999 LSC press release noted 400,000 fewer cases 
closed in 1997 than were reported in the 1998 Factbook.* The agency also amended 
its 1998 projections, revising them downward. The LSC soon will deUver its 1998 
data to Congress in the 1999 Factbook. Until additional audits are completed, no 
one can know with any certainty what the agency has accomplished with the tax- 
payer dollars that Congress has appropriated in the past. 

The LSC's representation of its open and closed cases is important, because it is 
the only tangible information currently available to Congress on the agency's overall 
performance. Until this year. Congress has never seriously questioned the accuracy 
of LSC's numbers. 

As Conp^ss considers funding for the LSC within the Commerce, Justice, State, 
the Judiciary, and Related Agencies appropriation bill, it should seek credible, fac- 
tual performance information that justifies the Administration's substantial budget 
request, especifdly in light of the LSC's previous misreporting of data. 

The Search for Accurate Performance Information 
Congress reUes increasingly on performance measures, such as the number of cli- 

ents served by the Legal Services Corporation, to decide whether fiinding for the 
agency's programs should be increased or decreased. Congress should specify better 
performance measures that would include credible data on the quahty, and not sim- 
ply the quamtity, of the services the LSC provides to the poor. Indeed, Members of 
Congress—especially appropriators—look at the performance of programs to deter- 
mine whether a program is working efficiently and achieving its goals. As Rep- 
resentative Harold Rogers (R-KY), chairmem of the House Appropriations Suo- 
committee on the Departments of Commerce, Justice, and State, the Judiciary, and 
Related Agencies, told the LSC in March 1999, "We want accurate information. . . . 
We do make our judgments based on the volume of the load that is represented to 
U8."» 

In December 1998, the Congressional Research Service (CRS) produced a study 
that examined the extent to which the past two Congresses had used the 1993 Gov- 
ernment Performance and Results Act, a tool for mesisuring the success or failure 
of government programs and holding agencies accountable for their use of taxpayer 
funds. The stuoiy, requested by House Government Reform and Oversight Commit- 
tee Chairman Dan Burton (R^IN), examined provisions in pubhc laws enacted dur- 
ing the 104th and 105th Congresses. According to the CRS: 

There are . . . indications that committees are interested in using performance- 
related information in the appropriations process and associated budget docu- 
mentation. Over a third of all the committee reports identified in [our study] 
contained provisions linking performance measures and the budget process. 
Such provisions either stated the intent of the committee to consider the agen- 
c^s progress in articulating outcome goals and measures during the appropria- 
tions process, suggested that the agency's budget submission include Results 
Act-related information and measures, or referred to realignment of program 
and budget structures in an agency's budget submission. ... In addition, 
many reports included language that noted that future fiinding for an activity 
or program would be contingent upon establishing goals and measures or upon 
future performance against estabUshed goals.^ 

Even the LSC recognizes the linkage between performance and funding. Its presi- 
dent stated recently that 

Case statistics play an essential role in the budget request andperformance 
plan submitted by LSC to the United States Congress each year. Therefore, the 
FeUability of case statistics submitted by programs to LSC is vital to obtaining 

in Section 1007(aX2) of the Legal Services Corporation Act, which re<»iiFe8 the LSC to establish 
maximum income levels for individuals eliRible for legal assistance. Section 1611.3(b) of LSC's 
reflations establishes a maximum income level equivalent to 125 percent of the federal poverty 
guidelines. Since 1982, the Department of Health and Human Services has been responsible for 
updating and issuing the poverty guidelines. 

* Legal Services Corporation, Office of Public Affairs, press release, "Statement on Case Re- 
porting System," April 8, 1999, available at http-y/www.lsc.gov/prcsr.html. 

'Statement of Representative Harold Rogers, Chairman, Subcommittee on the Departments 
of Commerce, Justice, and State, the Judiciary, and Related Agencies, Committee on Appropria- 
tions, U.S. House of Representatives, at FY 2()()0 appropriations hearing, March 3, 1999. 

"Gisnevieve J. Knezo and Virginia McMurtry, "Executive Summary," Performance Measure 
Provisions in the 105th Congress: Analysis of a Selected Compilation, Congressional Research 
Service, December 1998, at httpy/www.freedom.gov/resulta/crs/getsresults-aum.asp. 
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The LSC cboee to use case statistica as a measure of its poformance. On Feb- 
ruary 25, 1998, for example. LSC President John McKay testified: 

For FY 1999, LSC seeks an appropnatiaa of $340 milhoo. We estimate that this 
amount will enable local legal services programs funded by LSC to resohre over 
1.6 milKtwi cases invoiving crtttcai legal problems for eligible dients and their 
fumiK^a . . . Because of hmited resooroes, local programs are forced to turn 
away tens o( thnowanda of people with criticai legal needs.- 

Althougfa Congress did not know about the caseload reporting problems, approfni- 
ators approved a $17 laflHnn iaenaae for the LSC on October 21, 1998. bringing its 
FY 1999 budget to (300 wwlKnw Congress provided the funding with an expectation 
that the additioaal money would enable the LSC to serve 1.6 millinn dients in cal- 
endar year 1998. According to the LSC president, this new funding 

represents the stzrxig bipartisan backing that LSC has developed, and signals 
a renewed confidence that LSC is carrying out the will of Congress and is a 
vital part of the justice system. The increase wiU allow LSC-funded programs 
to serve a greater number of poor and disadvantaged choits more effectively in 
1999.»« 

Uncovering the LSCt Reportutg PnbUms 
Concerns about the LSCs misrepresentation of ita actual caseloads began to build 

after the agencjr's inspector general began in March 1999 to release the resuHe of 
several au^ta. Since the IG has a dual reporting responsibility—both to the LSC 
Board and to Congress—the IG should have informed Congress of the seriousness 
of the errors found in the data. For example, of 149,589 cases reported for 1997 by 
six grantee offices, two-thirds were found to be invalid (see Table 1). 

The inspector general's findings indode the following examples, among others; 

' Legal Serriees Corporatioo, "A Message frotn LSC Pren<lent Mm McKay," February 2, 1999. 
TtoB document origiDaUy was available at htt{>y/wwwJacgov/T11298jin/html, but DO longer is 
pasted on the LSC Web site. 

"John T. Hand, letter to the editor. Investor's Buaineas Daily. June 18, 1999 (emphasis 
added). 

'Statement of Douglas S. Eakeley, Chairman, John N. Erienbom, ^^ce-Chairman. and John 
McKay, President, Legal Services Corporation, before Subcommittee on the Departments of 
Commerce, Justice, and State, the Judiciary, and Related Agencies, Committee on Apptopria- 
tiona, U.S. House of Representatives, Febmao 25, 1998, p. 1. 

"•Legal Servioea Corporation, *A Message from LSC President, John McKay.' 
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• The Legal Aid Society of San Diego claimed it closed 33,096 cases for 1997, 
but the IG audit revealed that only 10,787 of these cases were legitimate.^'^ 

• Florida Rural Legal Services admitted in August 1998 that 39,471 of the 
cases it reported were invalid. This reduced the actual number of legitimately 
reportable cases to 13,922 out of 53,393 reported. ^^ 

• Legal Services of Miami claimed to have closed 23,800 cases in 1997; only 
7,607 were found to be valid. ^^ 

• Of the 16,490 cases reported by the Sam Francisco Neighborhood Legal Assist- 
ance Foundation, only 4,134 were valid; the program's director submitted a 
revision when the increased scrutiny of caseload data began.''* 

• Legal Services of Northern Virginia reported 9,115 cases; only 5,156 were 
deemed valid.'^ 

• The Houston ofRce reported 13,695 cases, but in a preliminary report yet to 
be finalized and released by the IG, only 9,995 potentially were valid.'^ 

WHY THE LSC'S PERFORMANCE NIJMBERS WERE FLAWED 

The reporting problems found in every program audited by the LSC's own inspec- 
tor general and the U.S. General Accounting Office since the 1997 case statistics 
were reported raise concerns about systemic LSC performance deficiencies and re- 
porting abilities. According to the IG'^ and GAO '* audits, LSC performance num- 
bers included: 

Repeat reporting of old "open" cases; Phantom or non-existent cases; Telephone 
contacts reported as cases when eligibiUty was not determined and the applicant 
was not accepted into the program; Inclusion of non-LSC-fiinded cases in reports; 
and Double counting of cases. 

Upon learning of the inspector general's preliminary audits, newspapers and edi- 
torial pages began to report on the LSC's problems. On April 8, 1999, for example, 
the Associated Press released a story documenting the problems that the IG had 
begun to acknowledge in March 1999. The news story indicated that some Members 
of Congress were concerned that the LSC might have misrepresented the number 
of cases it handled intentionally in order to seciire additional funding.'^ Following 
the AP story, several editorials in newspapers across the country criticized the LSC 
for its errors. 

On March 3, 1999, during an annual appropriations oversight hearing. Represent- 
ative Tom Latham (R-IA) began to ask questions about the LSC's veracity in report- 
ing its caseload. The hearing was significant not only because it was the first time 
that LSC's numbers had been challenged by a Member of Congress, but also because 
it established clearly the committee's interest in linking the budget request to the 
agency's performance. In a follow-up written response to Latham's questions, the 
LSC's IG admitted that the agency's reported caseload figures are used for the an- 
nual budget request submitted to Congress.^" This admission heightened concerns 

" Legal Services Corporation, Office of the Inspector General, Review of Case Statistics Re- 
port, AU9a-012. 

'2From information provided by the Florida office to the LSC. 
"Legal Services Corporation, Office of the Inspector General, Review of Case Statistics Re- 

port, AU99-013. 
'••Robert P. Capistrano, Director of Litigation, San Francisco Neighborhood Legal Assistance 

Foundation, in a letter to the Legal Services Corporation concerning revised 1997 case service 
reports, December 30, 1998. 

•'Legal Services Corporation, Office of the Inspector General, General Review of Selected 
Parta of the Legal Services of Northern Virginia's 1997 Grant Activity Report and Timekeeping 
System and Its Compliance with Selected Regulations, AU9&-001. 

'* Legal Services Corporation, Office of the Inspector General, "Preliminary Draft Report of 
Gulf Coast Legal Foundation," August 7, 1998. 

"Legal Services Corporation, Office of the Inspector General, Review of Case Statistics Re- 
port, AU99-012; General Review of Case Statistics Report, AU99-013; General Review of Se- 
lected Parts of the Legal Services of Northern Virginia's 1997 Grant Activity Report and 
Timekeeping System and Its Compliance with Selected Regulations, AU99^^001. See also GuUo, 
"Legal Aid Programs Overstated Cases." 

"U.S. General Accounting Office, Legal Services Corporation: Substantial Problems in 1997 
Case Reporting by Five Grantees. 

"Gullo, "Legal Aid Programs Overstated Cases.* 
*" Answer No. 8 given by Legal Services Corporation management to a question posed by Rep- 

resentative Tom Latham (R-IA) following March 3, 1999, House Appropriations Subcommittee 
hearing on LSC's funding request for FY 2000; submitted to select chairmen in the House and 
Senate on March 31, 1999, by E. R. Quatrevaux, Inspector General, LSC. 
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in Congress and eventually precipitated a congresnonally requested GAO audit of 
LSC grantees. 

GAO Confirms Serious Data Problems 
On May 3, 1999, five Members of Congress 21 asked the U.S. General Accounting 

Office to continue to conduct random audits of LSC programs to collect additional 
facts before this year's allocation of tax dollars to the LSC. Congress asked the GAO 
to provide preliminary results of audits on five grantees by June.^' On June 25, 
1999, the GAO reported that all five grantees audited had problems accurately re- 
porting the number of cases handled. This reinforced the findings of the IG's own 
audits. 

As Table 2 shows, the grantees overreported closed cases, and four of the five 
grantees overreported open cases. The operations of all five grantees included cases 
in which the eligibility of clients was not verifiable. In addition, the GAO reported 
that four of the five ofiices reported closed cases in which no activity had occurred 
during the past year, and five reported open cases where no activity had occurred 
during the past year.^ 

Clearly, the L^C's reported caseload figures did not stand up to independent re- 
view and auditing. 

THE Lac's RESPONSES TO THE FINDINGS 

Officials of the L3C, including the agency's president, were aware of the grantee 
reporting errors months before Congress was informed. In the summer of 1^8, the 
LSC's president was informed of the audit findings of case reporting problems.^-' In 
September 1998, the inspector general informed some of his Btaff that "the numbers 
provided to Congress were inaccurate." The LSC, however, did not plan to release 
this information until March 2000, when its first Performance Report under the 
1993 Government Performance and Restilts Act is due.'''^ 

By late 1998, the LSC should have viewed the audit findings as serious enough 
to bring to the attention of Congress, especially since Congress at the time was de- 
bating whether to increase LSC funding for FY 1999 by $17 million. The IG, know- 
ing that the LSC did not plan to inform Congress of significant errors in its reported 
data, should have informed Congress of what the auditom were finding. Instead, the 
semiannual report issued by the inspector general on September 30, 1998, reported 
"no significamt problems, abuses or discrepancies" in LSC programs.^" 

At a recent public debate at The Hentage Foundation, LSC President John 
McKay admitted that his inspector general had advised him of the seriousness of 
the reporting problems in the summer of 1998: 

Our Inspector General is here in the audience, and I would hesitate to speak 
for him, but it was very clear that, based on the strength of oral advice, from 
him to me, beginning actually in the summer of 1998, that we (the LSC] had 
a problem concerning the accuracy of the cases.^ 

Why this serious problem was not reported to Congress is the heart of the issue. 
Indeed, in April 1999. the LSC revised downward its public estimates of the num- 
bers of clients served in 1997 using taxpayer dollars,^^ even though it was asking 
aUgrantee offices to increase the types of cases they report for the next Factbook.'" 

"Ae LSC sent new guidance to aU grantees to modify future methods for reporting 
cases.^ One of the many changes reouired would have the effect of helping each 
program to report more cases. 'This subtle yet important change requires each LSC 
program to report cases on which it has worked regardless of funding sources. Since 

*» RepresenUtives Richard Armey (R-TXj, Dan BurUm (R-IN), Tom Latham (R-IA), Dan Mil- 
ler (R-FL). and Charles Taylor (R-SCi. 

^U.S. General Accounting Office, Legal Serrices Corporation: Substantial Problems in 1997 
Case Reporting by Five Grantees. 

'^John McKay, remarks at Hentage Foundation forum, "Assessing LSCs Performance at 
Their 25th Anniversary." July 6, 1999. 

^"LSC Inflated Workload While Demanding More Tax Funding," Human Events, May 7, 
1999; e-mail to a few IG staff from LSC Inspector General Edouard Quatrevaux, September 23[ 
1998; responses to questions submitted after March 3 House Appropriations Subcommittee hear- 
ing by Repreaentativea Tom Latham, Dan Miller, and Charles Taylor. 
^^ hagai Services Corporation, Office of the Inspector General, Semi-Annual Report to Con- 
gress. September 30. 1998. 

^ McKay, remarks at Heritage Foundation forum, July 6, 1999. 
^hesai Services Corporation, "Statement on Case Reporting System," April 8, 1999. 
^ Karen J. Saijeant, Vice President for Programs. Legal Services Corporation, "Revised CSR 

Handbook," Program Letter 98-8, November 24. 1998. 
»Ibi<l. 
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40 percent of the funding for most LSC grantees typically comes from non-federal 
sotirces—states, bar associations, or other private or public sources—^this change not 
only will have the effect of inflating some of the future caseload numbers, but also 
will make it difficult to compare data relating to LSC's performance. 

In May 1999, following congressional inquiries and the April AP story, the LSC 
sent out another letter advising all grantees that, among other things, a GAO audit 
was underway concerning the data they already had reported for 1997.^° It asked 
program directors to affix their si^atures attesting to Uie accuracy of their case 
statistics for 1998 because these figures would be compiled for die 1999 Factbook 
(which, because the LSC Factbooks typically are published in May of each year, is 
now overdue). 

Unacceptable Excuses 
Official denials of systemic reporting problems by the LSC have involved the fol- 

lowing claimB:^' 

LSC CLAIM #1: The scope of the problem is overstated; only five grantees over- 
stated their cases, which is less than 3 percent of the LSC's caseload. 

FACT: Each of the 11 LSC programs reviewed by an independent auditor—ei- 
ther the LSC's inspector general or the GAO—showed false case reporting prob- 
lems. Specifically, the lU identified problems at Northern Vii^inia, Houston, 
San Diego, Miami, Florida Rural, ana San Francisco.^^ The LSC self-identified 
similar problems at Alameda, Central Michigan, Los Angeles, and Western 
Carolina. Of 25 randomly selected cases audited at Farm Workers Legal Serv- 
ices of North Carolina, nearly all lacked data critical to determining whether 
the clients helped were indeed eligible for federal aid.^^ The GAO reviewed five 
additional programs, each one of which involved similar errors.** 

LSC CLAIM #2; If anything, the LSC is underreporting its caseload. 
FACT: Because each new review of the LSC's 1997 data reveals broad miscount- 
ing and overreporting, all numbers provided by the LSC are now viewed with 
skepticism. The LSC has taken steps to change the method for developing case- 
load estimates for Congress by asking offices to increase the types of cases han- 
dled, even if they are not funded by federal tax dollars. This will make annual 
comparisons of LSC caseload data, as well as performance measures for feder- 
ally fiinded programs, nearly impossible. 

LSC CLAIM #3; There is no evidence of fraud. 
FACT: The LSC has not engaged in candid self-disclosure of problems with its 
1997 case statistics. The gap in time between when the IG and the LSC leader- 
ship learned there was a problem and when Congress was advised of that prob- 
lem is unacceptable. Moreover, the LSC's request for a $40 million increase in 
its FY 2000 budget—based on the same overinfiated estimates from the dis- 
puted 1997 case statistics, and after LSC's president had been informed of the 
problem—is itself nothing short of fraudulent. 

LSC CLAIM #4; The Inspector General Act prevents the IG from informing Con- 
gress before his semiannual report is due. 

FACT: Nothing prevents the LSC or its IG from advising Congress of discrep- 
ancies found in data used to award taxpayer funding. In fact, compliance with 
the 1994 Government Auditing Standards requires the IG to advise Congress 
and management whenever there is a need for timely reports.** ITiese stand- 

'" Karen J. Sarjeant, Vice President for Programs, Legal Services Corporation, letter to all 
LSC Program Directors concerning self-inspection procedures and case service reporting, May 
14, 1999. 

3' John Erlenbom, Vice Chairman Board, Legal Services Corporation, letter to the editor, The 
Washington Times, May 1, 1999; Legal Services Corporation, "Statement on Case Reimrting Sys- 
tem," April 8. 1999. 

'^ Legal Services Corporation, Office of the Inspector General, Review of Case Statistics Re- 
port, AU99-012; General Review of Case Statistics Report, AU99-013; General Review of Se- 
lected Parts of the Legal Services of Northern Virginia's 1997 Grant Activity Report and 
Timekeeping System and Its Compliance with Selected Regulations, AU99-001, 

^^ John McKay, President, Legal Services Corporation, in letter to J. Donald Cowan and Me- 
lissa Pershing, Legal Services of North Carolina, September 18, 1998. 

**U.S. General Accounting Office, Legal Services Corporation: Substantial Problems in 1997 
Case Reporting by Five Grantees. 

^ Standard 7.6 states: "Auditors should appropriately issue the reports to make the informa- 
tion available for timely uses by management, legislative officials and other interested parties." 
See U.S. General Accounting Office, "1994 Revision by the Comptroller General of the United 
States," Government Auditing Standards, GAO/OCG-94-9, June 1994. An interactive version of 
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ards enooura^ interim or oral leyuiU to •tjmnlatp, not a^nie, inffarmatian 
flowing to pdicjrmakers. 

LSC CLAIM #5. The LSC itself uncovered the proUem throogfa self-initiated audits, 
brought it to Congress's attentkxi. and took steps to correct it. 

FACT: The timeline shows that the LSC and its own inspector general knew 
of the emerging case reporting problems and did nothing to inform Congress. 
In late 1998, Congress voted an increase m federal funding for the LSC by rely- 
ing on information the LSC knew to be false, and on its exaggerated claims of 
its performance. As late as March 1999. the LSC was still using these unreli- 
able data in its requests for additiooal funds from Congress. 

LSC CLAIM #6; Case numbers and performance informatitHi have no bearing on 
funding levels. Specific allocations are based OD the eligible populations living in 
each service area, not on the number of cases handled or referred. Therefore, tEere 
is no incentive to inflate numbers. 

FACT: The LSC, Congress, and even LSC grantees use performance or caseload 
numbers to influence funding from federal and non-federal sources. The agen- 
cfs own five-year strategic plan for 1997-2002 established as an annual goal 
"[to] seek to provide high-quality legal services to the greatest number of eugi- 
ble clients that our appropriation will support.'^ According to the LSC's presi- 
dent: 

Case statistics play an essential role in the budget request and performance 
plan submitted by LSC to . . . Congress each year. Therefore, the reliabil- 
ity of case statistics submitted by programs to LSC is vital to obtaining con- 
tinued Federal funding for Legal Services. . . . [TJhis type of information 
. . . holds great promise for securing increased Federal fiinding. . . .^'' 

Moreover, inaccurate case numbers from the LSC can: 

Attract additional non-federal fiinding (in 1997, over $200 million in revenue 
came from non-federal funding); Skew evaluations for various competitive 
grants; Discourage competition trom more cost-effective providers of legal serv- 
ices; and Mislead Congress Eind the public into believing that the LSC is per- 
forming better than is actually the case. 

WHAT CONGRESS SHOULD DO 

No one denies that the less privileged in society benefit significantly from tree 
li^al assistance. However, the LSC services only about 5 percent of the eligible poor. 
Tne Uves of thousands of people have been improved by the efforts of pro Ixjno attor- 
neys and the ad hoc network of organizations and people, such as private founda- 
tions, churches, and synagogues, that have stepped up to assist the poor when they 
are in need. Unfortunately, however, the federal program to help the poor with legtu 
assistance—the Legal Services Corporation—has shown itself to be deceptive in 
measuring its performance and impervious to efforts to institute accountability. 

For this reason, the first question Congress should ask is whether the federal gov- 
ernment should be running this program at all. If it is decided that providing legal 
services to the poor is not appropriately a federal fiinction, Congress snould consider 
devolving this responsibility to the states, local governments, and private-sector in- 
stitutions and putting the LSC on a clear path toward eventual shutdown.^* 

To accomplish this, Congress should transfer funding for legal services for the 
poor to the Department of Justice, with a strict formula for block-granting funds to 
the states based on the number of poor in each jurisdiction. Block grants not only 
would eliminate federal overhead, but also would permit states to institute their 
own accounting standards for grantees and allow them to conduct their own audits. 
Recent strides in welfare caseload reduction at the state level—driven in large part 
by the autonomy of the states to design appropriate welfare-to-work transitioning 

the document, called The Yellow Book, is available at httpy/www.ignet.gov/ignet/intemal/man- 
aal^ellow/yellow.htmltindex. 

"Legal Services Corporation, Strategic Plan, 1997-2000, p. 9, at http://www.l8c.gov/ 
8pv01.html. 

"Legal Services Corporation, "A Message from President John McKay," February 2, 1999. 
*'For more information on devolving and privatizing Legal Services Corporation functions, see 

Edwin Meese m, "Legal Services Corporation," in Scott A. Hodge, cd.. Balancing America's 
Budget: Ending the Era of Big Government (Washington, DC: The Heritage Foundation. 1997), 
pp. 389-390; Kenneth F. Boehm and Peter T. Flaherty, "Why the Legal Services Corporation 
Must Be Abolished," Heritage Foundation Backgrounder No. 1057, October 18, 1995; Kenneth 
F. Boehm, "The Legal Services Corporation: New Funding, New Loopholes, Old Games," Herit- 
age Foundation Backgrounder Update No. 276, May 17, 1996. 
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programs—^have emboldened Washington to return to the states the responsibility 
tor other federal programs once thought too large or cumbersome for states to han- 
dle. Washington should acknowledge that state and local leaders who know best 
how to serve the legitimate and critical legal needs of the poor are in a better posi- 
tion to design the most efiicient system and provide quauity services to those in 
need. 

Alternatively, if it is decided that the Legal Services Corporation does represent 
a proper federal function, Congress should establish the criteria for evaluating the 
LSC's performance, including case statistics. In the short term. Congress should: 

l.Demand that the LSC issue its 1999 Factbook with 1998 caseload figures as soon 
as possible. Congress and the pubUc need to review how the LSC has spent taxpayer 
money—and what, if anything, it has accomplished—before deciding now mtjch (if 
anvtlung) should be appropriated for FY 2000. The 1999 Factbook may not be pub- 
Usned until late July, giving little time for appropriators to study chiuiges from the 
disputed numbers in the 1998 Factbook. 

2. Verify the accuracy of information Congress receives from the LSC in the future. 
To ensure that federal tax dollars are not wasted and that those most in need are 
bein^ helped, and to hold accountable those LSC officials who are responsible for 
providing inaccurate information to Congress, Congress should: 

Require an annual independent audit of LSC case statistics, either by the 
GAO or by an outside contractor, to obtain a verifiable and accurate accounting 
of LSC performance. Audits should begin by verifying 1997 and 1998 data, since 
only 11 of the 269 grantee offices have been audited for their 1997 caseloads 
to date. 

Prevent the LSC from administratively changing the definition of 'Veportable' 
cases to avoid accurate assessments of performance. The LSC's new administra- 
tive guidance to grantees in November 1998 will do just that. Congress should 
specify how it wisnes the LSC to track federal funds and performance data. 

Apply the Federal False Statements Act to the LSC and its grantees to pre- 
vent future misrepresentation of facts during the appropriations process. This 
act would aUow penalties for misreporting data about caseloads or cUents 
served with federal taxpayer dollars. 

3. Reduce FY 2000 funding. Congress should reduce the LSC's annual appropria- 
tion, or make its funding contingent on the release of accurate data, to onset the 
oveifunding provided in the past from LSC's provision of inaccurate data. Since fed- 
eral funding is premised on delivery of services to a certain number of poor people 
and LSC's data have been questioned, federal funding should not be increased to 
the requested $340 million. Congress must send a strong message that deception 
will not be tolerated or rewarded with larger budgets. 

4.Conduct new oversight hearirtgs to determine what LSC officials knew and when 
they knew it. The information that comes to light in these nearings could set the 
stage for future legislative chimges to ensure that such misreporting does not hap- 
pen again.^^ Such nearings would estabUsh a benchmark for LSC perform£mce and 
would demonstrate that Congress is serious about performance data and the accu- 
racy of the information upon which it bases appropriations. 

S.Highlight the need for reform in each state. As further scrutiny of the LSC and 
its 269 grantees' caseload data continues. Members of Congress can encourage local 
oversight efforts by state legislatures and local media. In Virginia, for example, 
heightened press attention to the reporting errors in one LSC program triggered 
new reporting and oversight by the state legislature.*" 

CONCLUSION 

In 1993, Congress passed and the President signed the Government Performance 
and Results Act with bipartisan support and the Clinton Administration's stamp of 
approv£il. The act codified Washington's desire to hold federal programs accountable 
for their performance and use of taxpayer dollars. 

This law is useless, however, unless Congress can rely on the information provided 
by federal agencies. Until Congress receives accurate information about the perform- 
ance of Legal Services Corporation grantees, it will continue to be unable to hold 

3' Possible forums would include the House Judiciary Committee or its Subcommittee on Com- 
mercial and Administrative Law; the Senate Health, Education, Labor and Pensions Committee; 
the House Government Reform Committee or Senate Governmental Affairs Committee; and the 
House Appropriations Subcommittees on Commerce, Justice, State, and Judiciary or Senate Ai>- 
propriations Subcommittee on Commerce. Justice. State, and Judiciary. 

'"Jeremy Redmon, "Legal Clinic in Virginia Again Under Scrutiny: Service Suspected of Pad- 
ding Cliente," The Washington Times, April 20, 1999. 
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the LSC accountable. Congress should demand that all LSC programs supply timely 
and accurate data on program performance, and it should reqtiire independent au- 
dits and hold new investigative hearings to determine the reliability of information 
supphed by the LSC. 

In the LSCs case especially, Members of Congress must be tenacious in seeking 
and obtaining the facts before spending more taxpayer dollars. The LSC's functions 
are carried out better and more appropriately by the states, locaUties, or private or- 
ganizations. Until Congress can eliminate funding for this agency, however, en- 
hanced congressional oversight is needed. With better information about the LSC's 
performance. Congress can assess the cost-efifectiveness of the agency's delivery of 
services compared with other options to improve legal assistance to the poor. 

APPE^fDICES* 

1. Table: Claimed LSC cases vs. Actual LSC cases in 1997 
2. Table: GAO Audits of LSC Caseloads in Five Offices Show Mis-reporting Prob- 

lems 
3. Table: Federal Funding History and Cases Reportedly Handled 
4. Timeline: What Did LSC Officials Know and When Did They Know it? 
5. Table: What Members of Congress Should Ask in Oversight Hearings 
6. LSC Grantee Caseloads; State and Grantee Information for 1997 
7. Select newspaper articles on Government Performance and Results Act 

'Appendices 1 through 7 are not included. The citations of the articles contained 
in Appendix 7 are: 

1. Stephen Barr, "Rallying Arotmd the Performance and Results Act," The Wash- 
ington Post, April 24, 1998, at A25. 

2. Stephen Barr, "Agencies Struggle with Effectiveness Plans: Congressman 
Chides Science, Technology Bureaus for "Huge Holes,'" The Washington Post, Au- 
gust 7, 1997, at A21. 
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Executive Summary 
Na1312 Jl%22.1999 

TIME FOR CONGRESS TO HOLD THE 
LEGAL SERVICES CORPORATION ACCOUNTABLE 

VKCffML THOMAS AND RYAN KRocBts 

Tlie Legal Services Corporation (LSQ, i Icder- 
tlly funded agency that pmrldes bee legal aid lo 
the poor throi^ 269 gnnuee offices aniund the 
counny is ask^ Congiess lor a t40 miUiDn 
iacnase in fimding for fiscal year (Ft) 2000. Tlie 
request, which will be considered loider the Com- 
merce, Justice. State, the judiciaiy, and Kelated 
Agencies apprapiiations bill, represents a 13 per- 
cent increase over FY 1999 funding—despite the 
bet that various government watchdog nod the 
media liave reported serious picblems with the 
LSCk case-iepoiting nattwirs and pofotmance 
numbers. 

Information on the ISCi handling of cases is 
important because it is the only tangible inrorma- 
tion on the agency^ overall periormance currenily 
avmlabk to Congress. Congress relies on the accu- 
racy and integrity of teportiog on perfomunce 
measures to determine the amount of funding 
a^ndes should receive, and agencies use their 
performance numbers to justify their budget 
retfuests to congressional approprialors. Until this 
year. Congress has not seriously questioned the 
accuracy of the LSCi lepoited numbers. But pre- 
liminary audits conducted by the ISQ own 
inspector general OG) in 1998 have caused Menv 
bers of Congress and the media to question the 
accuracy of LSO 1997 caseload data. 

Every program audiied by the IG, and mote 
recently by the US. Gen-       ^^^^^^^^ 
eial Accounting OfBce 
(GAO), since the 1997 case 
statistics were released in 
the LSa i998 FdcttxxA has 
demonsttaled serious misre- 
porting of the LSC caseload, 
and this has given rise to 
concerns about systemic 
perfbmumce dcfidendes 
throu^iout the agency In 
fact, the IG and GAO audits 
reveal that for 11 grantees 
that reported 370,000 cases, 
only 19B,000 cases «cie 
deemed valid. 

file TlKinaa A. Roe In 
for Eomoinic PoScy S 

-me 
214 N£. 

DC 

(202)5464400 

For the most pan, 
audited LSC grantee offices overstated the T»iTmh«T 
of cases handled, either because the cases were 
ineligible to be counted in the first place or 
because a case was counted more than once. In 
other instances, the statistics were inflated becauae 
telephone contacts and tionntislrTil cases were 
included m the numbeif. bnatori Business Daily 
even quoted a former LSC employee who said that 
telephone calls made to the 15C offices were 
counted as cases simply lo *build up nimibas lo 
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icpon to LSC and other funding souices.* Despite 
the heighiened acranny the skgcncy irceived due to 
Dountmg evtdetuz erf misieponing, LSC oiBdaU 
soil have not beoi fonhcaming with accuate d«txi 
br Congress. 

Aseadyasjoly 1998, the agencyS inspector 
pxaai told 15C Piesident John McKay th|t case 
satisticssrseveid offices wen sehoiuly Qawed In 
Ooober 1998, when it appioved a $17 tmllion 
iDocasc in LSC funding—the fiist such increase in 
two yean—Congitss was still unaware of this 
inibniiation. In fact, the IX\ leadership did not 
lepoit these peiionnance pioblems to Congress 
for anothei five mrmths. until March 1999 The 
aftncy should have viewed the 1G% finding as 
soious enoo^ 10 hraog to the attention of Coiv- 
giess t>^Drrthis S17 milbon dedaon was made. 

As the evidence of management problems has 
emetged. many Membets of Congress have 
become cooceiiied that the LSC misled Congress 
iDlentiODaUy. On May 3, 1999, five Membeis 
asked the GAO to aiidii additional LSC grantee 
ofiices to assess how widespread the reporting 
ertor ptobiem is before Congress coruiders LSC 
funding for FY 2000 Tlie GAOi recently released 
finding further discredit ix ISa 1997 case 
numbeis and raise serious questions about all of 
the dau sappiied by this federal entity to Con- 

No one woold deny that the less pt^vU^ed in 
society benefit signi&cantly from hee legal assis- 
tance. But it is entitely unacceptable for Coogtea 
or the sues to continue to di^>urse taxpayer 
funds to LSC progranis without consldettng credi- 
ble and accurate irtfonnation on how current 
money is bemg spent. Indeed, just as donors 
would alter their charitable conttibotioiis if they 
leanied a chancy had oisiepresented its activities 
in its fr""f^ lepoct, so too ^ould Congress be 

July 22.1^ 

vigilant with taxpayer dollars when LSC mistepre- 
sents the number of clients served. 

In 1993, Congress passed the Government Per- 
fomiance imd Results Act with bipartisan support 
and the Admioistration's stamp of approval. The 
aa codified Washington^ desire to hold federal 
programs accoimtable for their performance and , 
their use of taxpayer dollars. It is useless, however, 
tmless Congress can rely on the information pro- 
vided by federal agencies. Wthout accurate tofor- 
mation about the performance of Legal Services 
Corporation grantees. Congress cannot hold Ai£ 
agency accountable for its performanoe. 

Congress should demand that the LSC immedi- 
atdy release its overdue 1999 Facliiook so that 
Members can consider 1998 caseload data during 
the FY 2000 appropriations process. It also should 
reduce FY 2000 funding to ofeet the funding pro- 
vided in previous years with overinflaied statistics; 
conduct overact hearings; and, lo secure better 
information in the fiitute. establish both quality 
and quantity measures that allow it to verify the 
accuracy of the LSOs information, including 
requirirvg atmual independent audits, preventing 
the LSC from administratively changing the defini- 
tion of rrportd>le cases, aiui applying the Federal 
False Statements Act lo ihe LSC md its grantees. 

Once Congress has a dear picture of the 
agency^ performaoce. Members should ask first 
whether the federal govenmient should be run- 
ning this program. Ifnot, funding should be trans- 
(erred to the U.S. Dtpaitment of Justice to provide 
Mock gtaius to the states based on the number of 
ebgibie pool in ead> jurisdiction. 

—^VirgbiiaL Thonuu is a Senior Fellow in Govem- 
mem Studies ami Kyon H. Rogers is Research Assislonl 
In Govcmmeal Studies at Tile fJeritoge Foundotioa 
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TIME FOR CONGRESS TO HOLD THE 
LEGAL SERVICES CORPORATION ACCOUNTABLE 

VIRGINIA L THOMAS AND RYAN H. ROGERS 

The Lcgri Seivias Corporation (LSO is a feder- 
•Dy funded agency with 269 grantee oSkes 
annind the country that have provided ovei K bil- 
lion of bee legal aid to the eligible poor since 
1974. For fiscal year (FY) 2000. the LSC is 
requesting a %M) million increase, to bring its 
funding level to $340 mlUjon. This represents 
about a 13 percem increase in agency hmdingat a 
time when the US. General Accounting Office 
(GAO), the LSC^ own inspector general, and the 
press have uncovered serious problems with the 
agency^ case reporting statistics and perforrrunce 
numbers. Audits of the LSCV 1997 caseload dau 
for 11 grantee oiEces—which reported handling 
370.000 cases—deunnined that only 198,000 
were valid.' 

Until Congiess receives accurate information 
about the performance of the Legal Services Cor- 
poration^ grantees, it caimot hold the agency 
accountable for its performance and its use of tax- 
payer dollars. Congress should demand that all 

LSC piogiams supply timely and accurate data on 
program performance; it        ^^^^^^^^^^^ 
also should require indc- 
pctxlent audits and con- 
dua investigative hearing. 
In addition, Members of 
Congiess should ask 
whether it is even appropri- 
ate for the federal govern- 
ment to be fimding this 
program. If it is not, they 
should consider closing 
down the LSC by transfer- 
ring its ftuiding to the 
Departmetu of Justice, vrith 
a strict formula for block 
granting those funds to the 
sutes baaed on the number 
of poor in each Jurisdiction.   "~^~^^^^^~ 
The responsibility for providing legal sennces to 
the poor belongs more appropriately to stale and 

Produced by 
Tlie Tlwinas A. Roe Ininuto 
to Economic RiScy SksSes 

PiMbhed by 
ttie HeiMage FmnJaOon 

214 Meaadiuseds Mwc ru. 
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us Grncnt Accounting Office, Lfgd Strvica O>rporatum Stibamtui PnhUmt hi 1997 Cat Reportmgby Fnt Grantea. 
GACVGGD-99-133R,June23.1999. and associ«ied nuuehiJ included in "Briefing to Congreaaonal Rtquctien,' June 21. 
1999. Karen Gullo, "Le^ Aid Programs Ovmsutrd Caaa.' As»oa*ied Pre«, April 8,1999, See also Legd Sersices Corpo- 
nnoD.OQkeof tbe Inspector Gcnenl. kevvw of One Statatia Rqwrt, AU99-012, ttUrch 1999, Rrn€w of Cxae Statisacs 
Reporf,AU99-013. March 1999. Gaterd R£vin>/ of Sdected Pins c^ Ae l^ Serviat a^Northern Virp^ 
ity Report and TanAap^ Sysum and Itt Compltance with Sdcctcd Ri^tflom. AU99-001, October 199a 
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locil officials and to phvau-sector institutions— 
ihoK closest to the people m need of assislance. 

THETROUBUWrm 
THE LSCS NUMBERS 

The LSC FaflbookisabenchraarkofLSCperfor- 
mince figures not only for Congress, but for states 
and private funding sources as well. In its 1998 
FoafcocA,  the most recent issue available to Con- 
gress, the LSC reported that a total of 1,932,613 
poor people were aided.  (See the Appendix for 
the 199S Faclbooki 1997 case statistics for specific 
coQgtessional districts.) 

After egregious etiots in the 1998 Foctlioall num- 
bers were reported in the press, however, the LSC 
was compelled to admit that it had not served as 
many clients as it had reported. An April 1999 
LSC press release noted 400,000 fewer cases 
closed in 1997 than were repotted in the J998 
FoctlwtA.^ The agency also amended its 1998 pro- 
jections, revising them downward. The LSC soon 
will deliver its 1998 data to Congress in the 1999 
Foctiwolt. Until additional audits are completed, no 
one can know with any cenainty what the agency 
has accomplished with the taxpayer dollars that 
CoDgicss has appropriated in the past. 

RMr ••«**Tf^.—^..--j*w^. 

Actual 1 

•K.^ ._r._i_nrrT^-;ij .-.S^E.i- aiMi 

Claimed LSC Cases vs. .SC Cases in 1997 

OaliMd AcbMl 

Open         OoMd Totri Op«. OoMd Tom 
Sm Ofit                      -m         32.304 33J096 soe 10279 10,787 
Florida Rural              44,993           8.400 53393 5322 B.400 13,922 
Kw*                         3313         2a«7 23300 2.664 4.943 7,607 
SanfrandKO                 495          15,995 16,490 165 3,969 4.134 

9,115 1549 3,607 5.156 
Houlsn                       9042            4.4S3 13.695 7.442' 25S3* 9,995* 

Total                        OM*        S«,005 14»48> 17,850 I3.7S1 51.601 

Sow OnioB o^ln^ccior Qcnori^ LcBi Scnws Corporition. 

2-   i±p\ Services Corpotwtioa. 199B ?^1^o6k & Prpgrttm lA^nvMticR, il httpJhnrw,lu.gpvJjbtoc9S.html. Eadi ytmr, the Lcgil 
Services Corpoimlion provides Congieai with a facAook which includes dut on the number of dienls served, the number 
ofprrvaie auomey^ pamapating m LSC spoTuored programs, i\x onwuiu of fedenl and non-federal funding, and ihe 
DDmbcr of full tinie staff Figures included in any given Factbook repnseni dau for the previous calendar year The J996 
HcAodk, forammfie, icpoiu Qgutct brcaiendar yen 1997 The 1999 Fmtoofc itootya.puUtibed. 

3. TWLe8»lServicesGnporaaonkI9^Factfcooii,HnedinMay 199e.clajnKdtfatt269gnntec8had471.600c 
and 1,461373 cajcsdcaedu the ciu] of 1997, aerving a toul of 1-9 imUion poor pcopUwhhS283inlUioo in federal 
funds. EligibiUty for aaststance is found in Section 1007(aX2) of the Legal Services Corponbon Act, which requiiea the 
LSC'^ caLabhsh tnaxmmrr. income levels lor mdviduaU eligible for legal ass^sunce. Section 1611.Kb) of LSCV tegulatians 
establishes a rnaxmruTn income ievel cquivsleni to 12? percent of Lhc ledrnl pcnrrty guidelines Since 1962, the Deput- 
ment of Health and Human Services has been responaiblc for updating and issuing the poverty guklcUnes. 

4. Legal Service Coiporatkm, Office of PublkASnxt,pmM rekace,'Siaicnktntao Case Seporii^ 
available at hopyAnvMbcgov^rrcsehtml. 

*• fM»4g» o/any btKf ba<b» Conpen. 
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The ISd reprracniotvm of its open and closed 
cases is impoiuni, because it is the only tangible 
informaticHi currently available to Congress oo the 
agency^ overall performance. Until this year* Con- 
gress has never seriously questiorKd the accuracy 
of LSCi numbers. 

As Congress considers funding for (he LSC 
within the Commerce, Justice, State, the Judiciary 
and Related Agencies appropriation bill, it should 
seek credible, (actual performance information 
that justifies the Administration^ substantial bud- 
get request, especially in light of the ISCi previous 
misreponing of data. 

meSewdifor 
AcQMste PBffomwnoB bifoniMtlQn 

Congress relies increasin^y on performance 
measures, such as the number of chenis served by 
the Legal Services Corporation, to decide whether 
funding for the agency^ programs should be 
increased or decreased. Congress should specify 
belter performance measures that would include 
credible data on the qiulit); and not simply the 
(fMmtity, of the services the LSC provides to the 
poor. Indeed, Members of Congress—especially 
appropriators—look at the performance of pro- 
grams to determine whether a program is working 
efficiently aiul achieving its goals. As Representa- 
tive Harold Rogers (R-KY), chaiiman of the House 
Appropriations Subcommittee oa the Departments 
of Commeice, justice, and State, the Judidaiy; and 
Related Agencies, told the LSC in March 1999, 
*\\fe want accurate tnformation.   . \M: do make 
our judgments based on the volume of the load 
that is represented to us.*' 

In December 1998, the Congressional Reseairh 
Service (CRS) produced a study that examined the 
extent to whidt the past two Congresses had used 
the 1993 Government Performance and Results 

Aa, a tool for measuring the success or Ciihiie of 
government programs and holdit\g agencies 
accountable for their use of taxpayer funds. The 
study, requested by House Govenuneni Reform 
and Oversight Committee Chairman EXm Burton 
(R-IN). examined provisions in public laws 
etuicted during the 104th and lOSlh Congresses. 
According to the CRS: 

There are.. indications that committees 
arc interested in using petformaiKe- 
idated information in the appropriations 
process and associated budget 
documentation. Over a third of all the 
committee reports identified in lour 
studyl contained provisions Unking 
performance measures and the budget 
process. Such provisions either stated the 
intent of the committee to consider the 
e^ency^ progress in articulating outcome 
goals and measures during the 
appToptiations process, suggested that the 
agency^ budget submission include 
Results Act-related informatioo and 
measures, or referred to reahgnntent at 
program and budget structures in an 
agency^ budget submission.... In 
addition, many reports included language 
that noted that fiiture Ivinding for an 
activity or progrun would be contingent 
upon establishing goals and measures or 
upon fixture performance against 
established goals.' 

Even the LSC recognizes the bnkage between 
performance and funding. Its presideiu suted 
lecentlythal 

Case statistics play an essential role in the 
bud^i request and performance plan 
submitted by LSC to the United Sutes 
Congress each year. Therefore, the 

StKcmcm of Repnscnuiive iterold Rogcn. QuUnBin, Subcommmee on the Depamnenu of Oxnmeice, Jusbcx, and 
Stale, the judiduy and Rdaled Agencies, Comnuttec on Appnipnatioa*, V^. House of RepRsenutives, ml FY 2000 sppm- 
pifsiions heinng, Mjuch 3, 1999. 
GcnevteveJ. Knt rn i"ii|]iiiii Hi Hiiinji Tin iiliiii In leij" riijSiiiililiiil Mm  riiiiiiiiiiiii m fin Tflllh rl•^^llll 
Analysis of a SdecuJ CcmpUatiai. Conpestond Rcseatch Service, December 1996, at )iBp://wwH}ntitmgn/m>iakn/ 
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idability of case «««H«rir. submincd bjr 
piDgnms lo LSC ts vital [o obummg 
cociinued Ftdenl funding In Legal 
Scnnces....WfcbeliCTc this type of 
infomulion.. holds great pioinise for 
securmg increased Cedeial funding for 
legil semces7 

Congress ippcars to base is fuivding of tbe 
Le^ Services Corporuian on the agency^ 
reported casflntis. The LSC then distributes the 
money to gnntees based on a formula that takes 
local poverty statistics into acxoum. 

AccounmBiUTY vs. SPIN comnoL 

As a key funding souirx and manager of lax- 
psycr dollars. Congress must have access to trust- 
worthy LSC data about caseloads, dients. and 
agency operations. If the LSC cannot provide 
dependable information on even the quantity of 
cases handled by its offices, there Is little hope that 
Ccogress can obtain inore sophisticated and 
meaningful quality performance inlonnation on 
lliis government service. 

the demand for accountability pressures gov- 
ernment officials u> define and then demorutrate 
their perfonjiar\ce, porticulariy when prograxns are 
seriously defidenL As one former LSC employee 
tccemly lamented, for example: 

For mote than 20 years 1 worked at a 
small Legal Servioes Corporation-iunded 
program and the worii was immensdy 
rewarding. But in 1996, when I was itte 
program^ Imgatian director, I quit due to 
the many practices and policies which, to 
my mmd, had all but destroyed the 
programis ability lo render competent 
legal assistance to people unable to afford 
counseL One of ihese practices was the 

July 22.1999 

counting of virtually every telephone call 
•s a 'case* m order a> buiid up numbers to 
report b) LSC and olfier/unding sauces. 
Consequently hundreds if not thousands, 
of reported cases wetc nothing more than 
leferrals or other responses given by 
paralegals or seaetaiies.^ 

The LSC chose to use case statistics as a measure 
of IIS performance. On February 25,1998. for 
example, LSC President John McKay testified: 

For FY 1999, LSC seeks an appropriation 
of S3M) million. We estimate that this 
amount will enable local legal services 
programs funded by LSC lo resolve over 
1.6 million cases invohnng critical legal 
problems for eligible clients and their 
iamilies.... Because of limiied resources, 
local programs arc forced to turn away 
tens of thousands of people with critical 
legal needs. 

Although Congress did not know about the 
iyf^\ratA reporting problems, appropriatois 
approved a $17 million increase for the LSC on 
Oaober 21, 1998, bringing its FY 1999 budget to 
S300 million. Congress provided the funding with 
an expectation that the additional money would 
enable the LSC to serve 1.6 million clients in cal- 
endar year 1998. According to the LSC president, 
this new funding 

represents the strong bipartisan backing 
thai LSC has developed, and signals a 
renewed confidence that LSC is carrying 
out the will of Congress and is a vital pan 
of ihe justice system. The increase will 
allow LSC-funded programs to serve a 
greater number of poor and disadvanlaged 
clients more effectively in 1999.'" 

Ix^Scr)icaCaipoiKk>n,'AMcaaagcfn>mLSCI>rcsulnilJolmMd<«]r,'Febni<Ty2,19W. ThadocumnloriguuHywu 
milafale at hupJ/wmtUc,gp¥/fll29^mAiiml, but no longer ts posted on the LSC Web site. 

Johnl. Hand, letter to the cdilor. Investor^ BusijteuCiiiily. June IB. 1999 (emphasis idded) 
Sutementof Doughs S Eikeiey. Oialnnan.JohnN Eiicnbom. VWc-Chaiimin. and John McKay. Piealdenl.lxgalServtccs 
CofporanoiL, befole Subcommitiee on the DcpKrtments of Commerce, Justice, and Stale, the JluUdar)^ and Related Agen- 
cies, Conrnsllee on Approprlalians. U.S. House of Represenutives. Febniary 23, 1998, p. 1. 
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m^-s~:r ^m^^^.^'^sMm^m^ 

LSC Federal Funding Histoty and Cases Reportedly Handled 

MaanofDettra 

$350 ' 

S300 

$200 

$iSO 

$100 t 

tso 

1»f4 ^m i*H        1H7 19M Itn 2O0O 

FbcalYMr 
(re^KCted) 

1»»4          1995           1»9«            1997 1999        1999        1000 
FundlntCxSmllkni)   VIOO         JWO         $278           $283 I2S3        $300        $340 

Ooscd CtMi I.68WI3   1^.795   I,42i957  j.^;^^ 
IJ3tUX»                 (r«qua««d) 

(proiectBd) 

OpcnCata n/a            n/a        420,<90       471.600 (unknown) 

Tool I.686JI3   US7.79S   i,*»6.'M7     1.932.613 (KUTOim) 

Now •=Re«ed bjr ISC in A(jrl 1999. iVi = rwcrdl v>tn not l«(>I. 
SowVKLeillServcesOvporallon, OCcccrflrrfoTTT^jbon Mmiffamontand Offce ofthaTraourcrmd Coniplroter 

Uncovering the LSCs Reporling ProMems 

Concerns about the LSC^ misiepicsenution of 
its actual caseloads began to build after the 
agency^ inspector general began in Mait:h 1999 to 
release the results of several audits. Since the IG 
has a dual rrponing responsibility—both to the 
LSC Board and to Congress—the IG should have 
informed Congress of the seriousness of the errois 
found in the data. For example, of 149,389 cases 

reported for 1997 by six grantee ofiioes, two-thirds 
weie found to be invalid (see lable 1). 

The Inspector general^ findings include the fol- 
lowing examples, among others: 

•   The Legal Aid Society of San Diego claimed 
it closed 33.096 cases for 1997, but the IG 
audit revealed thai only 10,787 of these < 
were legitimate " 

10 Legal Services CoiponoiiMi. "A Messa^ from LSC Prtaidem. John McKay." 

U. Legal Services Coaponboa, Office of the Inspccur Cec«nl, JtevleH'of Cdsc Sidtutics Report, AU99-012. 
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Florida Kanl Lcgil Services idmined m 
August 1998 thai 39.471 o: ux cases a 
itponed were mvaiKl. Thb rdnccd ix aanat 
number of legninuicY icpcr:ab)e cases u> 
13.922 oui of 53393 irponed ^ 

Lc(u Sci vkjcs oi Bfii^ii obniicd lo owe 
doKd 23.800 CMCS B 1997; onir 7.«07 «ac 
faondiobenhd" 

• SepenRponmgofold'open'ass; 

• niaiimn or non-cdsmu c 

Of the 16.490 cases icporod br the & 
daco Net^ibackoad Lec*' Airinawr FOSB- 
dadoai, only 4.134 wot Tdkt tfar progmn^ 
dinaor submitied a iCYtsuB wfaes ifar 
incieaaed scmony cf rasrioad (iux begaa ^* 

Lcyu Scxriots of NankoB Vuguua i<pf iwl 
9.11S OSes; ODly S.1S6 «ac ikcEKd TaU.*^ 

•   Tlic Itowtoa office nponed 13.693 < 
but in a prcionmary icpon yd u> be fnahTrfi 
and rekaaeii by the IG, oc^9,995 poiBraaBy 
•eievahd." 

WHY TOE LSCS PBIFORMANCZ 
NUMBOB WBIE HAMTED 

lac icpovtmg piDOiaDs KHBa in cvoy pn^iBi 
audacd by ibe LSO owa mapecus geoeal Kid 
thcU5. Genei«AcxxiQmaigO&xssicetfae 1997 
caae acatistics wne leponed mac cotxzms abau 
jyMf liiiT LSC ^jeiajiaiapcedefirif iM'i^s and lawu- 
iag abtlities. Accontcg to tiK iC'' and GAO^ 
auditi, LSC po'imnaiice Dimbos lackaikd. 

• If y|iiMJue cumacis reponed as caaes wlmi ea- 
gOnbiy was not deicnnined and the appbcaiu 
was ooi acsqxed into the piDgtam; 

• lixJmjuii of non-LSC-Cunded cases in repoRs; 
and 

• Donbkcouoisg of cases. 

Upon ieaming al ibe inspector generals prriimi- 
naiy audia, acwspapas aaid ednonal pages b^an 
to Rpon OD the LSO ptobiems On April 8.1999, 
fat eaanpie, tlie Associated Ptess lekased a su>ry 
docotaenang the piobkim thai the IG had begun 
lo aLkiMiw ledge m Marcb 1999 The news sury 
mrfirTrW thai some Mexnbexs of Congress wrte 
uaaxiiied thai tbc LSC nu^t have msirpTe- 
semed the number of cases il handled inienooa- 
aDy m older to secure addiiionaj rundrng." 
FoDowuig ihc AP sioTy, sereiai ednonals m ne«>- 
p^Kis acraas the CDunliy mtiazed the LSC far id 
eiiutx. 

On Maacii 3.1999. dming an amttal appeopiia- 

T artiTii (K-IA) began to ask quesoons aboui the 
LSC^ Tcncsy la reporting us caseload The hear- 
ing was sipiiScant not only because it was the fiia 
lime that LSCi nuinben bad been rhallmyri by a 
Member of Conpess, but alao because it esob- 

U Fma mincnwrm ptotii^ bf At Fionda o&x x the LSC 

U. li^ ServKaCoposkm. 0S« ci :ke kqmac Gaeni. bKorof Car jaauo Jhrwt, AU99-0U 
u n«k—• pr-^»^i^i   paiiiiii nflai^ai   '• Ti—MIII'lintJiiiii lli^nwwlBair lakwi hii^iai ii ih 

u^l SenicBa Corpoi^Ma caac^^aaf ^^nd 1997 OMC mvtce wpiaw. Dao^aBc 90. 199B. 

15 I^ Scnia CapoCKiB. Ofin (< dx lB^xru» Ck»<^ Cevrrf lk<a» <<S(iK>irf rwii i^*c L<arf Scntn 
Wriwat 1997OtAt«ia»«^pr»l<Til  tlFpuSyil^lBCliTtwn   id>Stfaaerftfgdl—.AIJ99-00L 

16 Upt Scnkxa CarperKJn. OCcz c( dx ka^aODT Caail. TKB^BBT Df^ Cepaa irf GoV CoiB Li^ FtsadaooB.* 
AI«M7. ivga. 

17 1^ Scrncxs Capoockxi. 0£a c< ibc taiva''* C>ae>>L Irww <^ Car JMMaa l^an. AU99-0:2 CcHfri IriKr <f 
'•• Taain iriji r rr ^iiri^'rlr-f-' - f--r/•*  • j" -      y ->     -^ ,    - .-r^^-—.^ 
>yfcyi»I^T>whryin5y»«»^lBri ^lllill   rt SdgaeJ »rj lam. AU99-001. SetlhpOBflll•^t^|^ld f>B- 

^tawarii 1997CMcR^irtt^l9R^Giwan 
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GAO Audits of ISC Caseloads in Five Offices 
Show Misreporting Problems 

(UportedOpcn 
Cases 

Rcpoftcd Owed          Reported 
CMS                  ToMCMf 

CMS Found Viid 
bXttttCAO 

Bddmon 25.772 27,'490                   53.262 18,697 (•!•/. IA34) 

Chia«o 8,3a 29,032                   37JS4 30fl37(+/-l329) 

LmAnfelei 1870 2W»I                   27.961 20fll7 (+/-I.740) 

New York O^        16.543 25379                   41,922 20320 (+/-1044) 

PMTtoRiCO K3« 45.977                   «X5I7 S6.958 (+/-7J7ft) 

lySwOrtoBGACVGGD-OT l35M>«2i. l»W 

lished clearly the commiuee^ intsnst in linking 
ihe budget lequtst to the (gpicy^ perfomunce. In 
1 follow-up written response to LathamX ques- 
tions, the ISa IG admitted thu the tgfracyi 
irpoited caseload flgum arc used for the annual 
budget icquest submitted u> Congress. ^ This 
admission heightened concerns in Congress and 
erennully precipitated a congressionaQy requested 
GAO audit of LSC grantees. 

CM) CcMAim Sartoui DMa nvMom 

On May 3,1999, five Members of Congress^' 
asked the U.S. Genervl Accountiiig 06ic« to con- 
tinue to conduct random audits of LSC progntms 
10 collect additjonal facts before this ytaA alloca- 
tion of tax dollars to the LSC. Congicss asked the 
GAO to provide pteliminary results of audits on 
Eve grantees by June 21. On June 25,1999, the 
GAO leponed that all five grantees audited had 
problems accurately reporting the number of 

handled. This reinforced the findings of the Id 
own audits. 

As Table 2 shows, the gnnlecs orencpcnted 
dosed cases, and four of die five gramets ovcm- 
potted open cases. The operations of all five gnau- 
ees included cases in wfaicfa the eligibility of cbeiKS 
was not verifiable. In addition, the GAO lepocled 
that four of the five offices reported closed cases in 
which DO activity had occurred during the paM 
year, and five icported open cases where no aaiv- 
ity had occurred during the past ycar.^ 

Cleai^, the iSQ repotted ravlnad figures did 
not stand up to independeiu review and -"<«i'^ 

THE LSCS RESPONSES 
TOTHEnNDINGS 

OITicials of the LSC. including the agency^ pies- 
idenl, were aware of the grantee reporting crrofs 

20. Answer No. 6 given by Legsl Scmcts Coiponrion raamgeracm U) a question posed by Kepresoasiw Tooi i MK—W (E-IA) 
(oUcrwing March 3. 1900, House Appropiiatims Subcommiuee hearing on ISCk funding icquesl Sor FY 200O, •"*•"••*—< 
to sclca rh*lrTn»r in tlic House end Senoe on March 31,1999. by £. R- Quaneviluc, Inspector Genend. LSC 

21. Repfesenudves Kcbsid Amey (R-TX), Dan Bunon (R-IN). Tom Lslham (R-IA), Dan Miller (R-^U, and Cbadea Tsylar 
(R-NO. 

22.115. General Aconualng Office, Ugd Services G>rporiitl«i.'Salsundol FViiMflns h I9970isr Reiianingi^niKt 
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1998. Out wc (the LSCj tiKJ « problem 
concerning the Kcuncy o[ the aacs.^ 

Why ihu serious problem «ras rvx repotted to 
Cotxfftsi is the heart of the issue. Indeed, in April 
1999, the ISC revised downward its public esti- 
mates of the numbers of chents served in 1997 
using taxpayer dollars,    even though it was ask- 
ing all giantee offices to tnanise the types of cases 
they repon (or the next Facth»k.^ 

Ibe LSC sent new guidance lo all gnniees to 
modify future methods tor reporting cases^' One 
of the many changes lequiied would have the 
tSta of helping each program to report moic 
cases. This subtle yet important chmge requites 
each LSC piugiam to lepon cases on which it has 
worked regardless of funding sources. Since 40 
pcroeiu of die funding for most LSC gnnlecs typi- 
cally comes bom non-federal sources—states, bar 
associations, or other private or public sources^ 
this change not only will have the efiect of Inflating 
some of the future caseload numbers, but also will 
make it difficult to compaie dau relating to LSCk 
performarKC. 

In May 1999. following congressional inquiries 
and the April AP story the LSC sent out another 
letter advising all gtaotces that, among other 
things, a GAO audit was underway concerning the 
data they already had repotted for 1997.'° It asked 
prognm diiectois to ailbt their signatures attesting 

10 (he accuracy of their case statistics for 1998 
because these figures would be compiled for the 
1999 Factbodk (which, beciuse the LSC FacAoaks 
typically ate published m May of each year, is BOW 
overdue). 

UmcceplaMc EKCUMs 

Official denials of systemic reponlng pioblems 
by the LSC have involved the fbUowing dainis:^' 

LSC CLAIM «1: Tlie scope of the prablan ii 
ovesrstated; only five grantees OTei slated 
their case*, which is less than 3 percent of 
the LSC% casdowL 

FACT: EKh of the 11 LSC programs reviewed 
by an independent auditor—either the LSC^ 
inspector general or the GAO—showed false 
csse leporting problems. Spedfically the IG 
identified problems at Northern Virginia, Hous- 
ton, San Diego, Miami, Florida Rural, and San 
Francisco.'^ Ibe LSC self-identified sunilar 
problems at Alameda. Central Michi^ra, Los 
Angeles, and Weslem Carobu Of 23 ran- 
domly selected cases audited at Farm >Mx)(eis 
Legal Services of North CaraHna, nearly all 
lacked data critical to determining whetber the 
cbents helped were indeed eligible for federal 
Bid.^' The GAO reviewed five additional pro- 
grams, each one of which invohnd similar 
erTt>rs. 

26. UcKay; remiilu K Hait^B Foundation (onun. Juljr 6. 199Q. 

27. Ixpd Serriccs Corpomion. "Smsneni on Case Reponinft Syitm.' April 8.1990. 

28- KumJ. Saijcam, Vkt Prtadcm for Piopaim, U^ Services Coipontioa, "llevlsed CSR Handbook,'Plognm Later 98- 
8. f4o«RnbeT 24.1996. 

29. IM 

90. Keren J. Saijeam, Vkx Pieadmi fer Prepaim. Legal Scfvke* Corpotnlion. letter to «U UC Ptogram Dmcsoia coooeiiriBg 
•df-tttspectlon piDccdiucs and case tenricc irporong, hlay 14. \9Q9 

31. John Bienborn, Vice C3iaunan Board. La^ScrvuxttZocpoialloi). later to the editor. TV WnM^m Tones, May 1.1999; 
Legil Semoes Corponnlon. "Slitfmmt on Ceae Repomng Syitem,' April 8.1999. 

32. Legpl Services Oirpontion. Office of the Inepcctor General. Ibviewe^CoieStAiitiaJtepori, AU99-012:CiawirfBeii4cwaf 
Case Scehoki Report. AU99-013, CciundRrvuwi^Selecu^Pdrti of t^Lfgoi Services o^NiMljKniinf^aa) 1997 GnM Actlv- 
^ Itqxm (mdlimtketptniSyium wtd lu Ctmfiuaucwtk Sdeat^ Ktffthdoni, AIJ9'^-00\ 

33. John UcKiyiPtcadeia,LcylServicesOnpoTBdon,inIcncrloJ. Donald Cowinnd Mclwe Penhing. Lcpl Servicxaof 
Monk Cuoiine, Scptemlier 18, 199S 

34. tJ,S. Gcncnl Accoumli^ Office, Lqpl SenHces CorporaOcn Siitaonlid PraUeim n i 997 Cw Kerort^ 
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LSC CUUM «S TW '-SC tad 
FACT: Btcgae ead: j.» ».—.» a ae ISO 
1997 caa srcafa hami 'MmiTi'i .<% md oac- 
iryiAl 1^ »I acaaesTPCT-Mec 7« daeoCaE 
OD* nraec wi± airjXiaac Tat 13C bs 

oficcs U91 » .!•» ac nye a:: 
eats s acT CT nor hnaec bo j 
hB-7Ia»wJiamr«3B»l3«.M imtaLSC 

leirng ac s 
f.n=ia(; ix cat LiC "sf 

-an.T :ar LiC bmrisfac 

Asi 

LSC CLAIM «3: 

MCI: HK LSC fact KX csyipd 2 caisid K^ 
(fadbsuR of prabietas w±i is !W cscsrxa- 
cks. The gip c Tnf ijciwu-! vi>e= tiic KZ- IDS 

cfael.SCIeade^izp >""-**^ :brTc vasaprcoies 
sad wiacj COD^QS m acviso: a :r:s pnb- 
leai B usaczcptabic Mrmtwcz. :bi L^Ck 
naaea (or a S40 T "irr. scnac =: asFY 
200C bu%r.—based as ;ae aoe c^crzifiBed 
-"••""'» frocn ±ie oap-aH 199' cae BSB- 

lics, and i&er LSCk paesikn: bac been 
tafaoaed of ibe {aobicB—Biae£acafaiag 
Aon off 

g~i~- casac "" * ^iciciiabie OCA ^ ::s lecaesa 

LSC CLAM «ifcCa»        I    i tmt 

(icTcb. Spei^ac iBocataaaH vt 
aa ike cfi^le popaUn^ras Imag m eack 
MJ'aix area. aa( aB t^ nosier al caaca 
laaniflrj ot igfenrd. TheiTfaR. tkcae B •• 

LSC CLAIM •» The iMyfTW Goenl Aa 
prevcBU (he IC fioa iaiaemag Coapcaa 
Wiatc Uf aeariaBaiaal upon at doe. 

FACT: Nodasie ptrvens ilie LSC or as iC bco 
KKamag Oxagies of dssdepanoes iooid B 
dauuaed w *ww^'jjcptya funding. In bo, 
ooicpfcance arch the 1994 Gow-auaenlAndil- 
w»g Suncjrds re^uzrn ihe IG to airnse Coogicss 
•ad iimii^ iiM II wbcaLfi- liaeir is a Deed ior 
ameiy icpotu^' Tbese aautiaiiis eacouti^ 

FACT: The LSC Ox^icm. aad e«Ba LSC 
t a i> n use peAcancace or caaejoac ismaben 
•x> jrSj-.imcr fuiv'^g frac fedeni and rior.-ieii- 
aC stwrrrt Ttat agearrt amr. 5ve->car joiae- 
pc ;UE (or I99T-2:t:>2 oubiasiiei: as ID 

n-iaa' goa^ '[loj aeek lo pinnae hi^-q-jaliT 
itfii semces to ihe gjmm E-,3Eber oc '•''f''J» 
rVrJs tbai our approfiaaacc will suppocx.^* 
AfTTWffanga)daeLSQ|iMihia 

Case sansbo pbv ac eaeDBal Rak 
n ifac buQgB leq-ocs aid 
poiomDcx pian subouned by LSC 
10.   Omgress eadi yeai ThocioR, 
ifae rebabiiiry o! case suctstKS 
subcEiued by picfrias tc LSC is 
^nttu Co otycM'i^ 11 uf ooo^^^^^fl rCQCi^u 

• •ad oAc imimiSpTtia'SeeL.S GcgMMl AcuJJiaim Ofae.'1>^ ftriMpa by da 
Cao^aio&r GtmnJsftiK»:::<<! ScsKx.-GVKiVKWA<aai«Swi4B*OAa<X3:-M-9.>xx 199* Aa ranam 

irfihi<V,«i<i.i« ^»a^aIVM«-^»»fc•»»»•lrilfe«>«yyiW^»^|MtJW<^M^«^<Mglrf*lal^>,ll»l   r 

. l$97-jaCI0.p9.K 
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funding lot Legil Services.... [T]his 
type of infonnation.. .holds great 
pnimlse for secuiina incieased 
Federal funding. .. 

Moreover, inaccurate c 
LSCcan: 

: numbers from the 

• Attract additional non-Iederal funding (in 
1997, over $200 million in revenue came 
bxmt non-federal funding): 

• Skew evaluations for various competuive 
grants; 

• Dlacoumge competilion from more cost- 
eScctive piovidets of le^ services; and 

• Mialcad Congress and the public into 
believing that the ISC is performing better 
than is actually the case. 

WHAT CONGRESS SHOULD DO 

No one denies that the less pnvileged in society 
benefit significantly from fiee legal assistance. 
However, the LSC services only about S percent of 
the eligible poor The lives of thousands of people 
have been tmpioved by the eObns of pro bono 
attorneys and the ad hoc netwoiic of organizations 
and people, such as piivaie foundations, churches, 
and synagogues, thai have stepped up to assist the 
poor when they ate in need. Unfortunately, how- 
ever, the federal prognun to help the poor with 
legal assistancc--{he Legal Services Corporation— 
has shown itself to be deceptive in measuring its 
performance and impervious to efforts to institute 
accountability 

For this reason, the first question Congress 
should ask is whether the federal goveinmeni 
should be running this piugiam u all. If it is 
decided that pnwlding legal services to the poor is 

not appropriately a federal fimctiian. Congress 
should consider devohnng this responsibility to 
the stales, local governments, and private-sector 
institutions and putting the LSC on a dear path 
towaid eventual shutdown.• 

To accomplish this. Congress should translier 
finuHng for legal services for the poor to the 
Department of Justice, with a strict formula for 
block-gmiting funds to the stales based on the 
number of poor in each jurisdiction. Block gnnts 
not only would ehminate federal oveiHod, but 
also would pennit states to institute their own 
accounting standards for gnmlces and allow than 
to conduct their own audits. Recent strides in wel- 
fare caseload reduction at the state level—driven 
in large part by the autonomy of the states to 
design appropriate wellue-to-woik innsitioning 
programs—have emboldened ^Mshington to 
return to the states the responsibility for other fed- 
eral programs once thought too large or cumber- 
some for states to handle. Wa^iinglon should 
acknowledge that slate and local leaders who 
know best how to serve the legitimate and critical 
legal needs of the poor are in a better position to 
design the most efficient system and provide qual- 
ity serrkxs to those in nenL 

Altemativety if it is decided that the Legal Ser- 
vices Coipotalion does represent a proper federal 
function. Congress shouU establish the criteria (or 
evaluating the ISCi performance, including case 
statistics. In die short term, Congicss should: 

1.   DenaiMlllui the LSC fame ha 1999 Fact- 
book with 1998 Ottclood ttgrnra as •oon •• 
poadble. Congtrss and the pubbc need to 
review how the LSC has spent taxpayer 
money—and what, if anything, it has accom- 
plished—before decxling how much (if any- 
thing) should be appropriated for FY 2000. 

37. Legal Services CoiporaOoo, *A Mougc fioin PirddcK John MdCljl' Fdnaiy 2.1999. 

36. For tnOTt Uifontuuon on dcvoMng and piivatizing Legal Scrriccs Cofponelon hmctioas. MC Ed«rin MCCK IU. *lfpl Ser- 
vice CoTpoTvtioo.* inSco*! A. Hodge, td . B^arKm^Amenca^Buigct &u^>^l^£roofB^Govrmmmt(W«hingun.D.C: 
The Hcnu^ Foundauoo, }»97). pp 389-390. Kennelh P Bochm •nd fviir T FUhCTtji "Why the ixgal Sennces Cofpora- 
Don Mua Be Aboli<h<d.' Heiuafte Foundation BadtgmtnJtr No 1057, Ucioixi 18. I99J. Kennelh F Bochro. Tlic Lcpl 
Services CotpotsuoiL New Fundiag. New Loophoks, Old Cjama,' HtnUge Fouodauon Bodfpvwidcr Update No. 276^ 
tUf 17,1996 
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The J 999 FactimA may not be pobtishcduiinl 
latejuly^ gtvoig iitile ome (or cppropnatots to 
study chan^ from uSe dispu*^ numbers in 
>he 1998 Faaboak 

Verify the mccnracy of infoimadon Congress 
receircs iian the LSC in the fnaire. To 
ensure thai tedcral tax dollars aie Dot wasted 
and that those most in need an being helped. 
and to hold accountable those LSC of&aals 
who are responsibk lor providing T^^r^ir^r 
mfoimation to Congress. Congress sbould: 

• Rcqvire an annual indrpendem aixfat of 
LSC case statistics, either by "Jie C^O or by 
an outside contractor, to obtam a vrrifiabie 
and accuiate accounting of LSC perfor- 
manoe Audits sliould begm by verifying 
1997 and 1996 dau. since only 11 of the 
269 grantee offices have been audited far 
their 1997 ntrinaris lo dae. 

• fteTtBi the LSC from admaiistianvely 
changing the defizutioD of 'reponabie' 
cases to avoid accunu asscssoienis of per- 
(onnance. The LSCs ixw admrustntvc 
guidance to grantees in November 1998 
will do just thaL Congress should specify 
how it wishes the LSC to tradi fctienl 
finds aid peiiiHmmce data. 

• Apply the Federal Fake Suaeaaenis Act to 
the LSC and its gran'.ees us pievdi future 
misicpievnrrva of SKIS du^mg the 
appio^'jacris pnxess Th:s act would 
allow pesaines for icisRpcxiiQg daa aboa 
nwrWarK or cfaaus served wah ledezal tax- 
payer doGart. 

Rcdacr FT 2000 faadiat. Cocgress jiwiiid 
leduce the LSC^ acouaj appnTpnanon, or 
make us fmriing corrmgerj an 'jie releaK of 
accurate dau. to o&a tiie owej^mdmg p«a- 
vkied m the pasi boc LSCs ptonsoD of 3>ac^ 
cmatedaa. Stnce Scdeal (urvdnig it paonised 

'"kxgtaea.' 
•eeSHfKssed? 

'•'    ^fiw rece.".na iU^fii Fa£d 
t3C iac. needs 10 St J 

on ddneiy of serrxxs to a cenai.". r^iaibeT of 
poor i)topk ami LSCs daia have been qoes- 
tionedL iederal hmdmg should not be 
increased to the letfuesKd $>W Tzihati Con- 
gress must send a strong messa^ that decep- 
tion wiO no: be tolerated oe Kwasded widi 
larger budgets 

Comima new i,n 11 ii|hl hcsings lo dctcr- 
•iac what LSC offidala kaew a»l wkea 
they km ii. The =;iorTnanon °>.ac cooies \o 
fatpu m these heaniy couid set jae stagr for 
famiKirpiiBiii' rhangrsloensure :rjc such 
uuMeputUBg does not '.Jtjpm fro. ^ Such 
hr»ir,gt wouU estafifwh a btxi:Ei*rt icr LSC 
petiormaocc aid wooid demoosuae iha 

39.hiMhiet •MiwoiAixcateltKHBBw'vaaiiy 
law. iW ietmt Hokh. ftbmm, Li^oi md 

-. Kid dbc Hnae 
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Congress is serious about perfoimiaice dau 
and the accuracy of the information upon 
which it bases appropriations 

5.   Highlight the need fat reform in each sute. 
As further scrutiny of the ISC and its 269 
grantees' caseload data continues, Members of 
Congress can encourage local oversight cffoits 
by state legi&latuies and local media. In Vir- 
ginia, for example, heightened press attention 
lo the reporting errors in one L5C program 
triggered new reporting and oversight by the 
sute legislature. 

CONCLUSION 

In 1993, Congress passed and the Piesdenl 
signed the Goveinment Performaixx and Results 
Act with bipartisan suppon and the CUnlon 
AdmimsiraQon^ stamp of approval. The act codi- 
fied Washington^: desire to hold federal programs 
accountable for their performance and use of tax- 
payer dollars. 

This law is useless, however, unless Congress 
can rely on the information provided by federal 
agencies. Until Congress receives accurate infor- 

mauon about the perComunce of Legal Services 
Corporation grantees, it will continue to be unable 
to hold the ISC accounuble. Congress should 
demand that all LSC programs supply timely and 
accurate data on program perfonnance. and it 
should require independent audits and hold new 
investigative hearings to determine the reliability 
of information supplied by the LSC. 

In the LSC^ case especially. Members of Con- 
gress must be tenacious m seeking and obtaining 
the facts before spending more taxpayer doUars. 
The LSC^ functions are carried out better and 
more appropriately by the stoles, locahties, or pri- 
vate oiganizauons. L'ntil Congress con elimtnaie 
funding for this agency however, enhanced con- 
gressional oversight is needed. With better infor- 
mation about the LSCs performance. Congress can 
assess the cost-effectiveness of tbc agency^ dehv- 
ery of services compared with other options to 
improve legal assistance to the poor. 

—Vlr^maL TKimasisaSatierFtOowiitCtnem- 
ment Studies and PyanH-Rogr^ Is KescaniiAssistml 
in Government Studies at The HerUage Foundation. 

M. Jcicmy Redmon, "Legll Dinic in VicguoiA Apin Under Scrutiny: Semcz Suspected of Padding Clients.' TV 
nnet. Afn120. 19W 
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Legal Scrvfcxs Corporation Grantee Caseloads 
A Cskm Has Been Indudcd lo.-' 998 Humbtn When Tlwy Betomr AvailaUt 
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Legal Services Corpontion Gnnlee CasdoMb 
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Mr. GEKAS. We allot to the gentleman from New York 5 minutes 
for purpose of questioning. 

Mr. NADLER. Thank you. 
First, Mr. Chairman, I ask unanimous consent to insert into the 

record a letter to Edwin Fulner, the president of the Heritage 
Foundation, from Mr. Quatrevaux, whom we heard earlier today, 
the inspector general, about the dishonest methodology of the Her- 
itage Foundation report. 

Ms. THOMAS. Comd I get a copy of that? That's never been given 
to us. 

Mr. NADLER. Certainly. 
Mr. GEKAS. The gentleman makes conclusions that he wants on 

the record? 
Mr. NADLER. He alleges dishonest methodology. Tm not saying I 

agree or disagree. I ask that it be  
Mr. GEKAS. Without objection. 
Mr. NADLER [continuing]. Entered into the record. 
Mr. GEKAS. It will be in the record. 
[The information referred to follows:] 

LEGAL SERVICES CORPORATION, 
OFFICE OF INSPECTOR GENERAL, 

Washington, DC, August 2, 1999. 
DEAR CONGRE^SSMAN: I am writing to provide a copy of my letter to the President 

of The Heritage Foundation regsirding an article in the July 22, 1999 edition of its 
publication, Backgrounder. The letter points out serious errors of fact. 

Please contact me if you have questions or wovdd like further information about 
the issues raised in the article. 

Sincerely, 
E. R. QUATREVAUX, Inspector General 

Enclosure 

LEGAL SERVICES CORPORATION, 
OFFICE OF INSPECTOR GENERAL, 

Washington, DC, August 2, 1999. 
EDWIN J. FEULNER, JR., President, 
The Heritage Foundation, 
Washington, DC. 

DE:AR MR. FEULNER: It is with profound disappointment that I write to inform you 
of serious errors of fact contained in a recent Heritage Foimdation Backgrounder ar- 
ticle by Virginia Thomas and Ryan H. Rogers (No. 1312, July 22, 1999). 

Let me first say that I have had great respect for the Foundation and its reports 
for many years. During my Army career, I always thought Heritage reports on na- 
tional security issues contained excellent analyses. Unfortunately, the July 22nd ar- 
ticle fails to maintain fundamental standards of research integrity and stands in 
stark contrast to the usual quality of reports issued by Heritage. 

The Backgrounder article attributed to me a statement made by John McKay. 
Such errors iiappen. The article also lists tts "The inspector general's finding" infor- 
mation relating to six specified LSC grantees. But my office did not audit two of 
the six grantees cited. Such errors can happen, I suppose, even though footnotes for 
the two findings cite sources other than the Office of^ Inspector General. 

Some types of errors cannot be explained. The Backgrounder article recommends 
that the Federal Fedse Statements Act" be applied to LSC and its grantees. How- 
ever, this Act (13 use §1(X)1) already applies. The Act appropriating fiscal year 
1996 funding to LSC, and three subsequent appropriations acts, required that all 
grantees enter a contractual agreement "to be subject to all provisions of Federal 
law relating to the proper use of Federal funds, the violation of which shall render 
any grant or contractual agreement to provide funding null and void, and, for such 
purposes, the Corporation shall be considered to be a Federal agency and all funds 
provided by the (Corporation shall be considered to be Federal fiinds provided by 
grant or contract." 
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I recommended the adoption of this provision to the House appropriations sub- 
committee in early 1995. When it became law, LSC implementea this provision in 
its regulation 45 CFR 1640, making explicit the application of the Act recommended 
by the Backgrounder article. 

I understand that one of the authors is an attorney, so it is difficult to understand 
how the article could recommend adding to the law a provision that is already there. 
Ms. Thomas moderated a Heritage program in June where a disgruntled former 
LSC employee, Kenneth Boehm, asserted that federal fraud statutes did not apply 
to LSC and its grantees. It appears that the author simply accepted Mr. Boehm's 
assertion without reading the law. 

The article also cited a "better to the editor" by a disgruntled former grantee em- 
ployee, one of thousands legal services lawyers, as if it were credible evidence of a 
systemic problem. Some other statements in the Backgrounder article appear to 
have come from another disgruntled former LSC employee. Such reliance on mdivid- 
nals with an obvious bias, without independent connrmation, is a violation of basic 
principles of research and analysis. 

The article's bias is revealed by the chart entitled "TimeUne: What Did LSC Offi- 
cials Know tmd When Did They Know It?" The chart omitted the critical fact that 
auditors completed work at LSC grantees in San Diego and Miami—the only two 
audits that revealed very large inaccuracies—on October 22nd and November 24, 
1998, after Congress voted on the LSC appropriation. It also omitted the fact that 
I briefed the appropriations subcommittee staff in February of 1999 before the an- 
nual hearing. These facts are material to the question posed by the chart's title, and 
are contained in documents cited by the article, yet these facts were omitted by the 
authors. 

If I were the Heritage Foundation Inspector General, I would recommend that 
Heritage establish internal controls to preclude a recurrence of such a serious lapse 
in scholarship. Those controls would include an independent review to ensure there 
is documented support for information presented as facts. 

I am sure you agree that providing members of Congress and the pubUc with erro- 
neous information does not serve the nation's interests. I wish you success in over- 
coming this blemish on Heritage's otherwise fine reputation. 

Sincerely, 
E.R. QuATREVAUX, Inspector General. 

Mr. NADLER. Thank you. 
Second of all, Mr. Boehm  
Mr. BOEHM. Yes, sir? 
Mr. NADLER [continuing]. You state, as your recommendation, on 

the basis of the alleged false reports of aU this data, that the legis- 
lation should ehminate Legal Services Corporation and we should 
block grant funds for legal services to the States. 

Mr. BOEHM. That's what this committee had endorsed for years. 
Mr. NADLER. And you're endorsing that recommendation? 
Mr. BOEHM. I think that's a good idea. Yes, sir. 
Mr. NADLER. Okay. Now, under the current LSC legislation, the 

LSC, of course, grants—is a grant distributing agency. 
Mr. BOEHM. Correct. 
Mr. NADLER. It doesn't perform any legal services. Agents, local 

agencies—Legal Aid of New York, Legal Services of Wyoming, 
wiatever, local groups apply and bid for grants and they get the 
grants, and LSC is dependent on their reporting of what they've 
done with the money and of their statistics, and they can audit, 
and so forth, but they have to essentially depend on what they're 
told. 

They give grants. The local agency does the work and reports 
what they've done. 

Mr. BOEHM. That's correct, sir. 
Mr. NADLER. Okav. Now, if we were to block grant the money be- 

cause, or partially because, we don't think that the reporting has 
been done right, if we were to block grant the money we'd give '^ 
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dollars to the State of Mississippi, and Mississippi would then put 
out bids to the same agencies, would it not, or to other agencies? 

Mr. BOEHM. Well, they'd put it out to the public. 
Mr. NADLER. They'd put out bids to local agencies? 
Mr. BoEHM. That's correct. 
Mr. NADLER. Exactly as LSC does? 
Mr. BoEHM. Exactly. 
Mr. NADLER. SO how would that differ in any way? 
Mr. BOEHM. Well, in this very important respect-  
Mr. NADLER. Excuse me. Other than putting the States in charge 

of distributing money instead of one Federal agency doing grants. 
Mr. BOEHM. In this very important way, and that is, most of the 

programs out there that provide legal services to the poor do not 
receive their money from Legal Services Corporation, just as the 
overwhelming amount of help to the poor  

Mr. NADLER. Where do they receive their money from? 
Mr. BOEHM. There are more than a thousand groups out there 

that provide funding and provide help and legal assistance to the 
poor that are not funded by Legal Services. They're run by, in 
many caises- 

Mr. NADLER. I'd ask that you submit a list of some and who 
these other funding agencies that I'm unaware of I mean, if there's 
some other major funding agency duplicating the work of LSC, it's 
news to me, and I'm sure to Congress. I'd like to hear about it. 

[The information referred to follows:] 

ADDITIONAL INFORMATION ON PRO BONO GROUPS 

During the September 29, 1999 hearing on the Legal Services Corporation (LSC), 
there was a discussion on pro bono legal assistance which was not provided directly 
or indirectly with funds from LSC. There is no debate that the number of organiza- 
tions in the United States providing some form of legal assistance far exceeds the 
less than 300 programs funded by LSC. When given the opportimity to challenge 
this fact, LSC ofSoals declined to do so. 

Having said that, exact numbers are forever changing as groups come and go but 
the total number is clearly in excess of a thousand. 

Former LSC Inspector General David Wilkinson has extensively studied pro bono 
legal assistance in the United States and determined that there were 1,350 pro bono 
groups not receiving any assistance from LSC. He fiirther calculated that the com- 
bined budgets of these groups exceeded $200 million, (see: David Wilkinson, Legal 
Services for the Poor: Is Federal Support Necessary?, Alternatives in Philanthropy, 
Capital Research Center, November 1996). 

Others involved in pro bono work not affiliated with LSC have come to similar 
conclusions. AUyson Tucker, Executive Director of the Individual lUghts Foundation 
of Los Angeles, testified before a hearing of the House Judiciary Subcommittee on 
Administrative and Commercial Law on June 26, 1996 that more than 1200 founda- 
tions offer the services of pro bono lawyers. She cited her own group as having a 
network of 450 attorneys wno provide pro bono assistance. 

While most pro bono groups operate locally and there is no inclusive nationally 
directory providing an address list, the American Bar Association publishes a lim- 
ited, annual listing of such groups entitled Directory of Pro Bono Programs. The cur^ 
rent issue provides listings of more than 800 groups in a state-by-state format. A 
number of those listing can also be found at the ABA's web page (http:l I 
www.abanet.org) The ABA's directory api>eared to leave out organizations which 
provided pro bono assistance but did not share the political orientation of the ABA. 

Finally, in addition to the pro bono resources already cited, the mtgority of law 
schools now have clinical programs which provide legal assistance to the poor by ad- 
vanced students under the supervision of law professors and licensed attorneys. 

Mr. NADLER. Let me ask a different question. 
Mr. Boehm, you seem to think that a lot of what LSC does could 

also be done—in fact, you say, I think, and, Ms. Thomas, you say 
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in your report, also, that LSC, in effect, should be eliminated, and 
a lot of the—^we can rely on pro bono work that many other firms 
do. Correct? 

Mr. BOEHM. Correct. 
Mr. NADLER. Okay. Mr. Boehm, how much pro bono work has 

your firm done? 
Mr. BOEHM. Our firm doesn't do pro bono work. 
Mr. NADLER. Thank you. How much pro bono  
Mr. BOEHM. It's not a law firm, sir. 
Mr. NADLER. Are you a lawyer? 
Mr. BOEHM. Fm not a lawyer in practice here. Fm a lawyer in 

Pennsylvania. 
Mr. NADLER. And how much has your law firm in Pennsylvania 

done? 
Ilfr. BOEHM. I haven't been there since 1976, sir. 
Mr. NADLER. Okay. So you have done nothing about pro bono 

work. 
Mr. BOEHM. Fve  
Mr. NADLER. Thank you. 
Ms. Thomas, how much pro bono work has the Heritage Founda- 

tion provided of LSC-eligible work? 
Ms. THOMAS. Mr. Nadler, I appreciate your question and I would 

ask you  
Mr. NADLER. Thank you. 
Ms. THOMAS [continuing]. How much have you done? 
Mr. NADLER. I don't practice law. 
Ms. THOMAS. Okay. 
Mr. NADLER. But how much has  
Ms. THOMAS. We do many things to help- 
Mr. NADLER. LSC-eligible. I (U>n't mean ideologically-motivated 

law suits. 
Ms. 'PHOBIAS. We do many things to help the poor. 
Mr. NADLER. Such as? 
Ms. THOMAS. Such as our education poUcy, such as  
Mr. NADLER. Excuse me. That's an ideological  
Ms. THOMAS [continuing]. Funding for 75  
Mr. NADLER. HOW much assistance with law suits that the LSC 

would be eligible—she's not answering my question. How much— 
what Fm asking is, of LSC-eligible, under the restrictions that we 
have placed on the LSC, how much of such kinds of LSC-eUgible 
pro bono work has the Heritage Foundation provided? Any? 

Ms. THOMAS. I do as much as you do. 
Mr. NADLER. Okay. Thank you. 
Mr. Pickering, how much has your firm provided? 
Mr. PICKERING. Fm sorry. I didn't hear you, sir. 
Mr. NADLER. YOU said that your firm provided 10 percent of all 

your work as pro bono assistance? 
Mr. PICKERING. Yes, or other forms of pubhc service. And we 

have a tradition within our firm where over 100 lawyers in the 
firm did more than 100 hours each individually. 

Mr. NADLER. Thank you. 
And let me ask, if every firm in the coimtry were as exemplary 

as your firm—which is  an  absurdity,  of course,  because  they 
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aren't—but if every firm were, would that be able to handle the 
legal needs of the poor in this country without LSC? 

Mr. PICKERING. NO. NO more than if every doctor in this country 
contributed at least 10 percent of their services would it take care 
or relieve the need for having Medicare or Medicaid. The medical 
profession comes nowhere to doing what the legal profession does. 

Mr. NADLER. Thank you. And let me ask you one final question, 
if I may. 

The recommendation has been made that we'd eliminate LSC 
and block grant funds to the States. What would be the impact of 
doing that, in your opinion? 

Mr. PICKERING. I don't think it really changes anjrthing because 
the Legal Service operation is locally controlled. LSC makes grants. 
It would simply change ftx)m the Federal agency making the grants 
to a State agency, but they would be making—would have to make 
it to the same organizations, and the local control is there under 
the program. And, beheve you me, local bar associations and com- 
mittees have a great deal to say about the kind of services which 
are provided. 

As a member of the District of Columbia's Bar Foundation, I 
have personally visited 60 grantees here in the District of Colxim- 
bia of our funds and funds fit)m the Legal Services Corporation, 
and we make our grants on the basis of what those organizations 
do. We go out. We see. We interview their clients. 

If you want any more local control, I don't know where it comes 
fix)m. 

Mr. NADLER. Thank you. 
Can I have an additional 30 seconds, Mr. Chairman? 
Mr. GEKAS. Without objection. 
Mr. NADLER. Thank you. 
Mr. Pickering, in terms of the efficacy of reporting, if we were to 

block grant to the 50 States, would that accompUsh anything other 
than making the job of ensuring the accuracy 50 times worse? 

Mr. PICKERING. I think that would be a fair estimate. 
Mr. NADLER. Thank you, sir. 
Mr. GEKAS. Maybe 40 times. 
The gentleman from Ohio is recognized for 5 minutes. 
Mr. CHABOT. Thank you. 
First, Ms. Thomas, would you explain for folks out there what 

the Heritage Foundation is and what its purpose is, and maybe 
what the Brookings Association does and what you might speculate 
as to how much legal service work they might do? 

Ms. THOMAS. That's a good point, Mr. Chabot. 
The Heritage Foundation is a think tank in Washington that has 

been there 25 years that believes in hmited Government, lower 
taxes, strong defense. We are involved in a variety of poUcy-making 
matters. 

My function at the Heritage Foundation is to do Government re- 
form work. I work a lot right now with a gentleman at Brookings 
named Paul White, and we are working together under the aus- 
pices of the Pu Research Foundation to work on bringing quality, 
capable people to serve in public office or in an appointed or an 
elective office. 
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We are kxAdng at buOdiiig perf<»inaiKe measures into Govoik- 
ment to make sore that Govmunent is miming efiectiv^, amooth- 
ly, efBdently. 

Heritage has been involved in a variety of things, VDU know. We 
have partners across the ideological board. Scone, we stand by our- 
selves, mocfa to the firustration of some of the repubUcans in elected 
office, I mi^t add, when we do some criticism of the Congress or 
of the Executive Branch. 

So I think we have been there a long time and well be there a 
lot longer, and we do very 'riTnilnr work to Brookings and A£I and 
the Hudson Institute, Reason Foundation. 

Mr. CuABOT. And you're not a law firm that might, as Mr. 
Pickering's firm would do, might be involved in pro bono work? 

Ms. THOMAS. Thaf S correct 
Mr. CHABOT. As I did when I was a private attorney, mjrsetf, 

but  
Ms. THOMAS. Thaf S correct, and I am not a practicing membor 

of the bar, myself. And I think we have two law>-ers. Ed Meese is 
a pfirt of our staff, and he has one other lawyer, perhaps, working 
for him that works specifically on some legal issues. 

Mr. CHABOT. Okay. Thank you. 
Mr. Bo^un, you were responding to a question firom Mr. Nadler 

about other sources of fimdlng for legal work, and I think he had 
other questions he wanted to ask, so you didn't get to expound 
upon that. 

Mr. BoEHM. Ri^t. 
Mr. CHABOT. Would you like to talk about some of the—Legal 

Services, apparently, is a relatively small proportion of the pro 
bono work that gets done out there. Would you elaborate? 

Mr. BoEHM. I would love to. Congressman Chabot. In feet, HI 
start with the home State of New York. Mr. Nadler, New York 
State last year provided, I beUeve it was two milUon hours of 1^^ 
services to poor people. 

Mr. NADLER. who did? 
Mr. BoEHM. The pro bono bar. The number of lawyers in this 

country is about 900,000, give or take, less than that in private 
practice. The amount of legal services provided by the Legal Serv- 
ices Corporation of all the legal assistance—^we're not even talking 
criminal, because obviously that is covered by the Sixth Amend- 
ment, but we're talking dvil—^is, at most, 10 percent. More like 5 
percent. 

Mr. CHABOT. SO there is a tremendous amount of legal services 
that are provided to the poor across this country  

Mr. BoEHM. That's correct. 
Mr. CHABOT [continuing]. That has nothing to do with Legal 

Services Corporation; is that correct? 
Mr. BoEHM. That's correct. That's where most of it is, in fact. 
Mr. CHABOT. Okay. 
Ms. Thomas, let me follow up on something that you were talk- 

ing about. 
As you mentioned, Legal Services Corporation is not the only or- 

ganization that Congress funds. There's a whole lot of other groups 
that we fund. And is it fair to say that theyre probably watching 
^? And this is an incident where those that are in the business 
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of getting funding from Congress are aware of the fact that these— 
I Imow they don't like the terms "the books were cooked," or what- 
ever you want to say, the numbers were inflated. 

We were given numbers which proved to be inaccurate and we 
were left with those numbers for what I would consider to be an 
unreasonable period of time. 

What is your concern about if we essentially take no action and 
increase the funding to this organization aft«r getting bad num- 
bers? What's your concern, again, about how these other groups 
might look at that? 

Ms. THOMAS. Well, in 1993, when Congress had the wisdom to 
pass the Government Performance and Results Act in a very bipar- 
tisan way—I think it was on the suspension calendar in the House 
and it was, you know, very bipartisan, the Senate—President Clin- 
ton signed it, and this has been a tool that has been embraced by 
Vice President Gore, to Dick Armey, to Senator Thompson, and a 
number of leaders in the House and Senate. All the committee 
chairman actually have been in the process of using the Results 
Act in a bipartisan way, as far as I know, to drive the performance 
measures into these programs, do good oversight of what people are 
getting for their taxpayer dollars being spent. 

This has been an ongoing effort that has been very quiet, not a 
lot of media attention, but it is having huge ramifications at the 
agency level. 

I just the other day spent half the day with NAPA, the National 
Academy of Public Administration, where they have a consortium 
of 30 agencies who are trying to change their cultiu-e into a more 
performance-based cxilture, and they are very much interested in 
how is Congress going to react once they realize our data is bad 
or we can't show that we're being effective, and so this is a bit of 
a test case, Mr. Chabot, that people, agencies around Washington 
are watching. 

It may not get media headlines. It may not be on the nightly 
news. But it is a significant tool for accountability that people don t 
know yet whether it is going to really work or not. 

Mr. CHABOT. Thank you. 
Mr. Chairman, could I ask for unanimous consent for an addi- 

tional 42 seconds to £isk one final question? 
Mr. GEKAS. Without objection. 
Mr. CHABOT. And my final question would be: we've heard the 

Shrase, almost like a mantra, several times, that there was '^o 
•aud" found in this, and that may be relevant when it comes to 

criminal charges or something, but should we be satisfied that, just 
because fraud wasn't found, the fact that we were given nimibers 
that were inaccurate, shouldn't we still take that very seriously, 
even though it might not have been fraud? 

Mr. BOEHM. I think so. 
San Diego, case in point—14,000 phone calls by non-lawyers— 

these are high school graduate intake workers telling people to 
phone some place else—14,000 calls where the people weren't even 
checked to see if they were eligible counted as legal cases. 

You might as well have a tape recording and everybody who calls 
and presses fouj: to get referred some place else counts as a legal 
case. 
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Every lawyer in the Legal Services program knows you need to 
qualify somebody as eligible. Everyone knows that legal case can't 
be something that a hi^ school graduate tells somebody to phone 
some place else. 

Maybe that's not firaud, but they knew that what they were doing 
was padding cases to look good to Congress and to their other 
funders, and that when a 20-year veteran in New York up in West 
Chester New York, a 20-year veteran of Legal Services, quits his 
job out of disgust because the secretary's phone caU is being count- 
ed as a case, rd say that maybe there's not fraud there because 
they haven't looked. 

"rhat letter came out in May. We finally filed a complaint with 
the Corporation about a week ago saying, "Would you please inves- 
tigate this?" I got a phone caU last night fi-om the Corporation say- 
ing, *Tiow do you know this guy was fi*om this program?" This was 
from May in a national publication he ssdd he quit the Corporation 
becaiise of the practice of counting phone calls by secretaries as 
legal cases. 

Again, fraud or not fraud, they were doing it to impress their 
funders and they knew it wasn't a case. 

Mr. CHABOT. Thank you. 
Mr. GEKAS. We thaxik the gentleman. The time of the gentleman 

has expired. 
We turn to the gentleman from Massachusetts for 5 minutes. 
Mr. DELAHUNT. Yes, I'll be very brief 
Yovir observation about the 20-year veteran of Legal Services, 

can I presume, then, that this is only a recent phenomenon and 
maybe for 19 years he didn't have pangs of conscience? Is that a 
fair statement? 

Mr. BOEHM. He didn't say. His pangs of conscience apparently 
were sufficient to have him quit his job that he'd held for 20 years. 

Mr. DELAHUNT. Right, but, you know, he hung in for 20 years, 
didn't he? 

Mr. BoEHM. He hung in for 20 years. 
Mr. DELAHUNT. He hung in for 20. Finally got to him, though? 

Finally got to him in year 20? 
Mr. BoEHM. Well, you'd have to talk to him. 
Mr. DELAHUNT. I don't want to go any fiirther with that  
Mr. BoEHM. You'd have to talk to him. 
Mr. DELAHUNT [continuing]. Because that is hearsay evidence. I 

think we can all acknowledge that. 
The question that I want to pose to both of your concerns—and 

Ms. Thomas was alluded to earlier—the 5 percent figure in terms 
of vmmet needs. And I'm sure you would have a different solution 
as to how that unmet need should be met, but you indicated, or at 
least Mr. Nadler quoted the Heritage Foundation as having indi- 
cated that only 5 percent of the poor's need for legal services is 
being met. Is that acciu-ate? 

Ms. THOMAS. That's our best understanding on what we have 
been able to research. And I really respect—I think that's where 
the debate is, Mr. Delahunt. How do we get the most effective help 
to those people at the end of the Une? 

Mr. DELAHUNT. Okay. 
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Ms. THOMAS. And I think we all can agree on that point, and I 
do think we would disagree on how to fill that gap, and I'm just 
not a big believer in big Government solving every problem. 

Mr. DELAHUNT. And I respect your position, but I think it is im- 
portant that we hear that figure, because that is really disconcert- 
ing, because, in any viable democracy—I think it was Mr. Pickering 
who alluded to the promise of the Declaration of Independence— 
it is really disconcerting to think that 95 percent of the poor do not 
have access to the legal system, to justice. 

Mr. Pickering, I think you indicated 22 percent? 
Mr. PICKERING. That's based on the most acciu-ate information 

that a massive survey done by the American Bar Association sev- 
eral years ago, but whether it is 95 percent or 80 percent doesn't 
make  

Mr. DELAHUNT. It's imacceptable. 
Mr. PICKERING. It doesn't make too much difference. We simply 

are not fulfilling our American promise of access to justice. We 
need the Legal &rvices Corporation. We need the private bar. And 
we need the organized bar in there. 

Mr. DELAHUNT. Mr. Boehm  
Mr. BOEHM. Yes, sir? 
Mr. DELAHUNT. Would you take the 80 percent figure or the 95 

percent figure? 
Mr. BOEHM. Those legal needs studies have varied widely as to 

what is a legal need. I've seen questions saying  
Mr. DELAHUNT. What's your best judgment? You've been  
Mr. BOEHM. I'd say maybe about 30 percent. I'd say it extends 

to the middle class, as well, who can't afford attorneys, and I think 
the answer is really de-lawyerizing lots of legal problems. 

Mr. DELAHUNT. SO I don't disagree, necessarily, that access to 
the justice system for the middle class is severely restricted. And 
you say 30 percent as opposed to 95 percent or as opposed to 80 
percent as opposed to 5 percent? 

Mr. BOEHM. Congressman Delahunt, it depends on how you de- 
fine "legal need" versus "legal want." If somebody offered me, as a 
50-year-old attorney, unlimited legal service, I C5ui think of some 
people I'd want to sue and all sorts of things I'd like to do. You 
really have to define the term. 

And, because the different surveys define it different ways— 
"Have you ever had a problem with a store?" If you answer yes and 
you didn't have a lawyer, that's an unmet legal need. I've had lots 
of problems with stores. 

Mr. DELAHUNT. But you would acknowledge  
Mr. BOEHM. It's unmet. 
Mr. DELAHUNT [continuing]. Or you would agree that there is an 

unmet  
Mr. BOEHM. I would definitely agree. Yes. 
Mr. DELAHUNT. Thank you. 
Mr. GEKAS. The gentleman fi-om North Carolina is recognized for 

5 minutes. 
Mr. WATT. Thank you, Mr. Chairman. 
First, I'd like to apologize to the Chair and to the other witnesses 

for having to be out for a little bit. I had to go to the Rules Com- 
mittee on another bill. 
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rd like to ask unanimous consent that a letter from the North 
Carolina Bar Foundation Association dated September 29, 1999, be 
made a part of the record. 

Mr. GEKAS. Without objection, it is so ordered. 
[The information referred to follows:] 

NORTH CAROLINA BAR ASSOCIATIGN, 
Gary, NC. September 29, 1999. 

Hon. MELVTN L. WATT, 
Committee on the Judiciary, 
House of Representatives, Washington, DC. 

DEAR REPRESENTATIVE WATT: On behalf of the North Carolina Bar Association, 
I am pleased to submit this letter supporting the Legal Services Corporation iiinded 
•rograms in North Carolina. As you may know, the Board of Governors for the 
North Carolina Bar Association also serve as the members of Legal Services of 
North Carolina, Incorporated—the largest of the four LSC grantees in North Caro- 
lina. The North Carolina Bar Association formed Legal Services of North Carolina, 
Incorporated many years ago. 

L^al Services of North CaroUna has a long history, twenty-five plus years, of 
serving people in North Carolina living in poverty. Many of the legal service attor- 
neys and staff members have been with legal services for all of their professional 
careers; in some instances that is 15 or more years. Legal services funding must 
continue in order that people who cannot afford an attorney be able to be rep- 
resented in court. 

Right now, the legal services community, the North Carolina Bar Association and 
other non profit community based organizations are working to help the flood rav- 
aged areas in North Carolina. The flooding haa virtually covered some towns and 
has baited operations in others. Many of the persons anected by the flooding will 
be seeking assistance from local field programs. Many of those same people, who 
two weeks ago, would not have qualified for legal services may now qualify. This 
will certainly impact those local programs that have counties in their service areas. 
Additionally, this will impact other legal services programs as this strains the re- 
sources available when services in the eastern part of the state increase. As many 
have said, "this flood is of Bibilical proportions. People also estimate that the im- 
pact of the flooding will be felt throughout North Carolina for years to come. 

I urge you to review the enclosed information about what legal services is doing 
for the good of North Carolina. 

Thank you. 
Sincerely, 

ALLEN HEAD, Executive Director 
cc:  Gina Reyman 

Melissa Pershin 
John Saratt 
Ted Fillette 
William Scoggin 
John Jemigan 

Mr. WATT. That letter basically documents some of what Mr. 
Pickering was saying when I came back into the room about the 
outstanding efforts that the Legal Services organization and the 
legal services community and bar association are providing to resi- 
dents of North Carolina in this time of disaster in North Carolina. 

Beyond that, let me just say a word or two to Ms. Thomas. 
I don't think any of us—I certainly don't argfue with the need for 

accurate reporting. I think it is important for us to have accurate 
information, and I trust that this oversight and prior audits will re- 
sult in more accurate information being provided, and if it serves 
that purpose I think we will have done an outstanding service. 

I don't disagree with Mr. Boehm that a substantial part of legtd 
services to the poor are being provided by agencies other than the 
Legal Services Corporation and legal services organizations in local 
communities. 
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I would say that a substantial amount of that non-legal-services 
organization provision of legal services is coordinated and mar- 
shalled through the efforts of the Legal Services Corporation. 

I was the president of the Mecklenberg County Bar, 1,800-mein- 
ber bar, several years before I came to the Congress. Probably 80, 
90 percent of the work for poor people, legal services for poor peo- 
ple, was done by the organized bar, volunteers from firms like Mr. 
Pickering's and from members of the bar who were volunteering 
their time. 

But every single part of it was done and coordinated through the 
efforts of the Mecklenberg County legal services organization be- 
cause they were the only ones who, when the lawyers went back 
to their respective law firms to do their services, those people still 
needed to have somebody to call and to consult with, and the cases 
needed to be—the intake needed to be done so that when Mr. 
Pickering's law partners came to provide the legal services, they 
could actually provide the legal services rather than shuffiing pa- 
pers and doing things that non-legal people could do. 

So let's not get hung up on that. I think the point to be made 
is the one that Mr. Delahunt was trying to make and that you, Ms. 
Thomas, acknowledged and supported, which is that it is unaccept- 
able, and Mr. Pickering acknowledged and supported it's unaccept- 
able in our country to have 95 percent of the people or 80 percent 
of the people or even 50 percent of the people not having effective 
recourse to find justice or believe that they can find justice because 
they don't believe they have access to the courts. 

And it's that aspect of it that we need to get preoccupied with, 
and in that regard it is kind of ironic that we spend so much time 
brow-beating misreporting, which I abhor as much as you do, and 
we haven't really had yet, since I've been in this Congress, a hear- 
ing about the crying need for under-served, under-service to the 
poor in the legal context. 

It is unforgivable—and I don't accuse anybody on this panel of 
being in that position, or even on this subcommittee—that a num- 
ber of people were not talking about block granting the Federal as- 
sistance to local communities. They were talking about doing away 
with legal services for the poor, all together, just as they were talk- 
ing about doing away with the Department of Education and hous- 
ing programs and all of the other services—^Medicaid included. 

So I want to thank the chairman for the oversight hearing, but 
I hope the chairman will also hear the real problem—and this is 
a real reporting problem. I hope this solves it. I trust that it will 
serve a useful purpose. 

But we do ourselves a real disservice when we focus more atten- 
tion on what somebody put on a piece of paper about the number 
of calls or cases that they got than the fact that there was nobody 
there when people really needed them, and we are not providing 
enough resources to meet that need. 

I thank the chairman and yield back. 
Mr. GEKAS. The gentleman yields back the balance of his time. 
Mr. Pickering seeks 42 seconds for one statement. 
Mr. PICKERING. Mr. Watt has brought something to my mind, 

and that is the great service the Legal Services Corporation does 
in partnering major law firms with various legal service providers. 
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Thaf s done here in the District of Columbia. Our firm, for exam- 
ple, is partnering with the University of the District of Columbia 
Law Scnool's clinical program in meeting its computer needs, and 
that is a very useful function which the Corporation provides. 

Mr. GEKAS. We thank the witnesses. 
I hope that each witness will assent to the prospect of individual 

inquiries to be made by members of the committee in writing. 
With that, we express our gratitude and dismiss the panel. 
This hearing is adjoiimed. 
[Whereupon, at 4:52 p.m., the subcommittee was adjourned, to 

reconvene at the call of the Chair.] 





APPENDIX 

MATERIAL SUBMITTED FOR THE HEARING RECORD 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

Washington, DC, October IS, 1999. 
Hon. GEORGE GEKAS, Chairman, 
Subcommittee on Commereian and Administrative Law, 
Committee on the Judiciary, 
House of Representatives, Washington, DC. 

DEAR MR. CHAIRMAN: Enclosed, please find a copy of a letter from John McKay, 
President fo the Legal Services Corporation, which was received by every member 
of the Subcommittee. Mr. McKay's letter responds to many of the allegations made 
against LSC by some witnesses at otir September 29, 1999, hearing. 

I ask that Mr. McKay's letter, and the attached materials, be made a part of the 
hearing record. 

Thank you for your time and attention to this matter. 
Sincerely, 

JERROLD NADLER, Ranking Democratic Member, 
Subcommittee on Commercial and Administrative Law. 

enclosure 

LEGAL SERVICES CORPORATION, 
Washington, DC, October 6, 1999. 

Hon. JERROLD NADLER, Ranking Member, 
Subcommittee on Commercial and Administrative Law, 
Committee on the Judiciary, 
House of Representatives, Washington, DC. 

DEAR RANKING MEMBER NADLER: I am writing in response to your request for a 
rebuttal of the erroneous points made in the testimony of Virginia Thomas of the 
Heritage Foundation and Ken Boehm of the National Legal and PoUcy Center d\ir- 
ing the September 29, 1999, hearing before your Subcommittee concerning the Legal 
Services Corporation's (LSC) Case Service Reporting (CSR) system. I appreciate the 
opportunity to have included in the ofiicial hearing record LSC's position on the 
issues raised by these individuals. 
Testimony of Virginia Thomas, Senior Fellow, The Heritage Foundation 

Ms. Thomas made several claims in her oral testimony that seriously and incor- 
rectly magnified the significance of the problems in LSC's case reporting. 

1) Allegation: Ms. Thomas claimed that the 1999 LSC Factbook was "due" to Con- 
gress in May, and is now four months late. 

LSC Response: The LSC Factbook is never "due" to Congress because it is a docu- 
ment that is produced voluntarily by LSC. In fact, ftwm 1992-1996, LSC did not 
produce a Factbook at all because it felt the information contained in its annual 
Budget Request and Annual Import was sufficient to communicate information on 
program activities to Congress. "The Factbook was resumed in 1998 (containing 1997 
data) by staff initiative. 

2) Allegation: Ms. Thomas also claimed that LSC dramatically reduced its esti- 
mate on clients served from 1.9 million to 1.1 million, and she used this reduction 
to cast suspicion on LSC's general credibihty to provide information to Congress. 

(115) 
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LSC Response: Ms. Thomas conAised the fact that LSC's initial estimate of 1.9 
million combined the total of cases closed in 1997 with the total of cases still open 
at the end of the year. ISC's figure of 1.1 million for 1998 only includes closed 
cases, and was reduced from an originaJ estimate of 1.33 million closed cases after 
LSC reauired its frantees to complete a self-inspection of their 1998 data. 

3) Allegation: Ms. Thomas' Backgrounder that she submits as her written testi- 
mony, entitled "Time for Congress to Hold the Legal Services Corporation Account- 
able," uses incomplete information and misuses quotes by LSC officials to back up 
an argument that is fundamentally flawed. This article uses the following quote 
fix>m an LSC "Message from the President" to claim that case statistics are used 
by Congress to determine LSC's appropriation, and that LSC officials were aware 
01 this fact and were therefore attempting to hide CSR problems trom Congress: 
"Case statistics play an essential role m budget requests and the performance plan 
submitted by the Legal Services Corporation to Congress each year. Therefore, the 
reUability of case statistics submitted by programs to LSC is vital to obtaining con- 
tinued Federal funding for Legal Services . . . This type of information holds great 
promise for securing increased Federal funding." 

LSC Response: Unfortunately, several sentences from the actual quote are omitted 
in Ms. Thomas' testimony, changing both the nature and meaning of the statement. 
It was actually meant to emphasize the actions LSC was taking to ensure it re- 
ceived accurate data from its grantees and to explain that it recognized counting 
cases did not fully capture the scope of activities conducted by its grantees. The doc- 
ument from whicn this quote was taken is attached for the record. 

4) Allegation: Ms. Thomas also makes the argument that federal funding may not 
most effectively serve the legal needs of the poor. She states: "The responsibility for 
providing legal services to the poor belongs more appropriately to state and local 
officials and to private-sector institutions—^those closest to the people in need of as- 
sistance." 

LSC Response: LSC receives a yearly appropriation from Congress to administer 
grants to local programs so they can provide legal services; currently LSC gives 
grants to 257 programs that serve every state and county in the nation. These pro- 
grams are independent, non-profit corporations that are governed by Boards of^Di- 
rectors representative of the local community, appointed by local bar associations 
and nartly consisting of client representatives appiointed by client groups. The role 
of LSC is, however, an essential component of the national legal services program. 
Other sources of fiuiding are simply not available in some parts of the country; in 
these areas legal services for the poor would be effectively terminated if LSC was 
completely or even partially defunded. In other areas, the oase funding provided by 
LSC; is what helps a program leverage funding firom other sources and is the infra- 
structure that holds tne entire system together. 

5) Allegation: Ms. Thomas faults LSC for not meeting all of the legal needs of the 
poor. Her article states: "No one denies that the less privileged in society benefit 
significantly from free legal assistance. However, the LSC services only about 5 per- 
cent of the eligible poor. The Uves of thousands of people have been improvea by 
the efibrts of pro bono attorneys and the ad hoc network of organizations and peo- 
ple, such as private foundations, churches, and synagogues, that have stepped up 
to assist the poor when they are in need." 

LSC Response: LSC has attempted for years to serve a greater percentage of eligi- 
ble low-income people. However, LSC has never been funded adequately enou^ to 
meet its original goal of providing two legal services attorneys per 10,000 poor peo- 
ple. For example, in 1998, the federal appropriation per poor person was less tiian 
(8.00. LSC grantees help coordinate the oro oono efforts to which this article refers. 
Each program is required to dedicate at least 12.5 percent of the funding it receives 
from LSC to Private Attorney Involvement (PAI). As a result there are now 45,000 
lawyers providing representation through LSC-funded pro bono programs. Local 
legal services programs provide the necessary structure and management that make 
it possible for private attorneys to become involved and contribute free legal serv- 
ices. LSC is a model public-private partnership, and works with the private bar and 
other entities to leverage millions of dollars for legal services. Knowing it must work 
with limited federal dollars, LSC welcomes the participation of any groups willing 
to help in its efforts to meet the legal needs of poor Americans. 

6) Allegation: Ms. Thomas mtdies several suggestions on how Congress should re- 
spond to LSC's case reporting problems, one of which is the following: "Congress 
should specify better performance measures that would include credible data on the 
quali^, and not simply the quantity, of the services the LSC provides to the poor." 

LSC Response: LSC agrees. Many critical legal services that do not meet the defi- 
nition of a "case" are provided to individuals by LSC grantees. Although some cases 
were invalidated because they did not result in "legal assistance," they nonetheless 
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were proper and valid services, such as distribution of legal educational materials, 
assistance with pro se matters, and referrals to other non-profit agencies. In today's 
world, many legal problems can be solved outside of the courtroom or prevented in 
the first place. LSC has begun working on developing a new system that will reflect 
more types of services that are being delivered oy its grantees. This new system 
thus will portray more clearly the range of legal services provided to low-income 
Americans. 
Testimony of Kenneth F. Boehm, Chairman, National Legal and Policy Center 

In his written testimony, Mr. Boehm miikes several false acctisations about LSC 
and its handling of the CSR issue: 

1) Allegation: Mr. Boehm says "Even ailer the October 1998 vote, Congress was 
never informed that LSC had found a serious pattern of wildly inflated case totals' 
and suggests that the Corporation lied to Congress about the statistical problem by 
stating [w]hen the cover-up was exposed by Congress and the Associated Press and 
the seriousness of the falsified case totals confirmed by the GAO investigation, LSC 
officials came up with a string of excuses, all of which have been shown to be as 
false and invalia as the case totals." 

LSC Response: At the time it released the Factbook in June, 1998, summarizing 
the 1997 CSR data along with other information gathered from grantees, LSC had 
only the preliminary feedback from the Inspector General on the site visit in North- 
em Virginia, information from two complaints investigations, and some anecdotal 
information concerning problems in a limited number of other grantees. None of this 
information suggested a nationwide problem in case reporting errors or provided 
any basis on which to extrapolate the findings to the case data compiled nationally. 
Indeed, at no time during 1998 did the Corporation have sufficiently quantifiable 
data to consider amending the national case statistics compiled in the Factbook. In 
particular, dviring the summer months when the House Subcommittee and Commit- 
tee were marking up the Corporation's FY 99 appropriation, the Factbook contained 
the best and most current information available to the Corporation and the pubUc 
as to the level of activity as reported by its grantees. Moreover, it was not evident 
at the time what effect, if any, the CSR data had on the deliberations on the appro- 
priations levels for the Corporation amd its grantees. As more information surfaced, 
LSC has responded aopropriately and is working to correct this problem. 

2) Allegation: "LSC has repeatedly clsiimed that neither the IG audits nor the 
GAO investigation found fraud." Mr. Boehm, on the other hand, has repeatedly stat- 
ed theire was fraud. 

LSC Response: In no instance has the Corporation, its Inspector General, or the 
GAO identified any firaud or intentional misrepresentation of the data by any of its 
grantees. Nor have any of the numerous on-site reviews indicated that taxpayer dol- 
lars were being grossly misspent or wasted by grantees. Both the GAO and the IG 
testified orally to this at the hearing. Eventually, Mr. Boehm also admitted "maybe 
if 8 not fraud. 

3) Allegation: "While it is true that programs receive LSC funds based on the pov- 
erty population of the area they serve and not on the number of cases they handle, 
there are numerous motives for legal services programs to inflate their case num- 
bers." 

LSC Response: In its public reporting of activities, which includes CSR data re- 
ported by its grantees, tne Corporation did not intentionally deceive or mislead the 
Congress in order to secure for itself and its grantees increased funding, nor did it 
at any time attempt to hide from the public or Congress the problems which were 
emerging in the CSR system and its efforts to correct these deficiencies. 

Funds are allocated to grantees in each service area according to a Congression- 
ally mandated formula based on poverty statistics in the census. Grantees must par- 
ticipate in a system of competition for these grants as required by law. There is no 
direct correlation between CSR data and money a grantee receives. To date, Mr. 
Boehm has failed to provide any evidence to support his charges. 

4) Allegation: "Those officials who knowingly misled Congress and the pubUc 
should be removed." 

LSC Response: The Corporation has no reason to believe that any grantee or any 
employee of LSC deliberately withheld information from Congress. As stated before, 
the GAO and the Inspector General have found no evidence of firaud or abuse. 

The Corporation will aggressively pursue corrective action plans and ensure that 
actions are promptly taken to address problems grantees are experiencing. The Cor- 
poration is prepared to take additional steps as necessary and appropriate with any 
program that fails to adequately address their problems. The Corporation will seek 
to mid more opportunities and innovative methods of ensuring that its guidance is 
adequately communicated to the necessary personnel at each of its grantees. 
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5) Allegation: Mr. Boehm's statement points out that case statistics are an i^P"^ 
tant performtince indicator in trying to determine how much funding LSC shoula 
receive. Mr. Boehm argues against any funding increases based on the CSR prob- 
lems. 

LSC Response: The need for legal services is overwhelming. Almost one in every 
five Americans is potentially eligible for LSC-funded services. Because of limited re- 
sources, local legal services programs are forced to turn away tens of thousands of 
people with critical legal needs. During the last fifteen years, several state legal 
needs studies have shown that nearly half of all people are turned away who apply 
for assistance because of lack of program resources. These studies provide the ra- 
tionale for increasing LSC funding, not the opposite. 

Moreover, it does not make sense to reduce funding now because it was deter- 
mined there were fewer cases closed. The data provided in budget submissions and 
other documents is to demonstrate past performance based on available funding. 
LSC distributes its grants based on a congressionally mandated formula determined 
by poverty population according to the census, not based on the number of cases 
closed. Grantees also perform other important functions that LSC has not ade- 
quately measured in the past, including referrals and outreach in the community. 
The Corporation is working hard to develop a system to more accurately reflect 
these activities. 

6) Allegation: Mr. Boehm claimed that "most" groups providing legal services are 
not funded by LSC, specifically citing only pro bono efforts. 

LSC Response: Volunteerism is alive and well in the area of legal aid to the poor. 
The private bar and LSC programs are working together effectively to serve low- 
income Americans. LSC grantees are required to devote an amount equal to one- 
eighth of their LSC grants for private attorney involvement. 

Since the early 1980's, the number of pro 6ono attorneys has increased steadily. 
There are currently about 45,000 lawyers providing representation through formal 
pro bono programs. Some lawyers are involved on an informal basis. Using conserv- 
ative per nour costs of $100 per hour and an estimated 10 hours per attorney, this 
represents a total contribution of at least $45 million by the legal profession Ln as- 
sistance to the poor. No other profession comes close to contributing such a large 
volume of free services. But it is not enou^. 

John Pickering, of WUmer, Cutler, and Pickering, testified at the hearing that pro 
6ono activities do not fill the need. The private bar itself acknowledges it cannot 
take on the work of LSC. Studies show that no more than 20 percent of our poverty 
population's legal needs are being met. The need for legal services by low-income 
Americans greatly exceeds the combined capacity of LSC, other funding sources, and 
the private bar. LSC, especially with the cutbacks it has received in recent years, 
and pro bono attorneys, who work together in many instances, are overwhelmed by 
the amount of legal needs they face. Together, LSC and pro bono attorneys can work 
toward building a more effective public-private partnership that will address some 
of those unmet needs, and it is a goal of LSC to continue this effort. 

Again, I appreciate the opportunity to answer these allegations and to appear be- 
fore the Subcommittee to explain how LSC is working to ensure the information it 
reports to Congress is an accurate portrayal of how federal doUars are being spent 
on serving the legal needs of low-income Americans. I would be happy to provide 
you with any additional information or to answer any questions you have on tiiis 
issue. 

Sincerely, 
JOHN MCKAY, President. 

Enc. "A Message from the President," December 1998 
cc: Members of the Subcommittee on Commercial and Administrative Law 

A MESSAGE FROM THE PRESIDENT 

«f 1fe*£d\^^^^ w"^°" approaches, we have many reasons to celebrate in the world 
?99?^^7uTf;,^»rr.f-^ • S ^? «P^«nt increase to LSC's appropriation since 
^ple inZ ^et^ead      **' ^^""^ *" ^'"^ ""'^ *« anticipate serviSag even mor, 

be^ W^'^^s'tw1,•Z*•«' ' ^r\^^- "^«y fr"'" Washington mort, than I have 
s^e out of the cfuS^TT^P V Ir*^.""^"? ^^^"*« fr°• ^o^t *» <=»««*. and even 
i^ the ABI Wa^MLtW i^^Kn/^ tliis travel, which included participating 
School and Creighton l2w |ch^?^Zd?'/P*^e *° University of Nfontana Law 
while attending the 20th aSrsa^ of lUfi'M^^^^^^T^*^*? ^"^''^ ^^^ "^S"*^ 
W- being in l/ome. Alaska for ^'^^^i^t^'^^^^J^ltfjr^^^I^^^: 
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tion (ALSO office there. The new office should provide the inhabitants of this vast 
state, many of whom are several hours from the nearest Legal Services attorney, 
greater access to legal assistance. I am hopeful that more doors will be opened as 
we continue to display to Congress that Legal Services programs are worthy of high- 
er funding levels and we are working to support our shared mission of providing 
access to justice for all Americans. 
FY 1999 LSC Appropriations 

On October 21, Congress approved an omnibus spending bill for FY 1999 that in- 
corporated the work of eight different spending bills, totaling over $520 biUion. This 
bill included $300 milUon for LSC, a $17 milhon increase from FY 1998. $289 mil- 
lion will go directly to program services for clients. Though we remained optimistic 
throughout the appropriations process that LSC might get a small increase, the 
final news was a cause for celebration. More significantly, it represents the strong 
bipartisan backing that LSC has developed, and signals a renewed confidence that 
LSC is carrying out the will of Congress and is a vital ptirt of the justice system. 
The increase will allow LSC-funded programs to serve a ^eater number of poor and 
disadvantaged cUents more effectively in 1999, and provides us with greater lever- 
age to work for a higher level of fiinding programs in the upcoming year. 
106th Congress 

Althoiigh we lost a total of six Republican supporters from the House of Rep- 
resentatives in the 1998 elections, including two very important advocates (Reps. 
Fox-PA and White-WA), Republican moderates in the House will continuew to be 
a cruicial voting block, and the Republicans' slim margin (223 to 211) should con- 
tinue to move the leadership to find "comprimise" on a wide range of issues, includ- 
ing fiinding for LSC. Fifty-one Republican LSC supporters were re-elected. Of the 
six that will not be returning to Congress, we aro confident that their replacements 
fix)m both parties will increase our suport in the House. The election of BLep. Living- 
ston (R-LA) as Speaker of the House will leave open the position of Appropriations 
Committee Chairman. He will be replaced by Rep. Young (K-FL). We will, of course, 
be working to establish a good relationship with him and all freshman Members in 
the coming year. 

In the S«nate, eleven Republicans who supported LSC in the last vote specific to 
LSC fiinding (which occured in 1995) remam in the Senate. The only Republican 
supporter defeated on November 3 was Sen. D'Amato (R-NY), and he was replaced 
by Charles Schumer, a Democrat with a history of supporting LSC in the House. 
The balance between Republicans and Democrats will remain the same in the Sen- 
ate (55—45). There are no significant changes expected within the Senate committees 
that deal with LSC. 
Case Service Reporting 

Case statistics play an essential role in the budget request and performance plan 
submitted by LSC to the United States Congress each year. Therefore, the reliabil- 
ity of case statistics submitted by programs so LSC is vital to obtaining continued 
Federal funding for Legal Services. The Office of Inspector (Jeneral's (OIG) audits 
of grantee case service reports (CSR's) raised some preliminary concerns about the 
consistent with which case statistics have been reported. In response to these con- 
cerns, LSC's Office of Program Operations recently issued a revised CSR Handbook 
which contains useful guidance on case reporting. The OIG will continue to conduct 
audits of programs' case service reports, and LSC welcomes this effort to help en- 
sure the accurancy of this information. 

At the same time, we recognize that counting cases tells just part of the story of 
the impact that programs have on the lives of low-income people. Many programs 
have been successful in obtaining fiinding through the use of information about the 
outcomes obtained for their clients. We believe that this type of information, as well 
as information on unmet legal needs, holds great promise for securing increased 
Federal fiinding for legal services. Toward this end, LSC will be surveying all pro- 
grams to seek their input about the t3rpes of information which will make the best 
case for additional funding for legal services. 
Vice President for Programs Selected 

I am very pleased to announce that LSC has chosen Karen Sarjeant to be our new 
Vice President for Programs. Karen began her Legal Services career as a Reginald 
Heber Smith Fellow in 1975. Most recently, she has worked at LSC as the Acting 
Vice President for Programs afler the departure of John Tull and as the Msuiaging 
Prtwram Coimsel of the Competition/Program Performance Unit. She has worked in 
loctu program offices in New York and Maryland, at a national support center in 
Los ^geles, and at the former Seattle Regional Office of LSC. A member of both 
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the Ohio and Maiyland bars, Karen was the 1995 recipient fo the Distinguished 
Service Award from the Maryland Legal Service Corporation. 
Farmworker Legal Services of North Carolina 

LSC announced on September 21, 1998, that it would not allow Farmworker 
Legal Services of North Cfarolina (FLSNC) to be funded as of January 1, 1999. This 
decision was made after a Congressional inquiry sparked an LSC investigation of 
a trip to Mexico by employees of FLSNC. LSC found the trip to Mexico was in viola- 
tion of the LSC Act for representing non-US citizens who were never in the United 
States. LSC imposed a fine of $17,050 on the program—an amount equal to all costs 
associated with this trip—and also instructed Le^al Services of North Carolina, the 
program that contracts with FLSNC to run the migrant farmworker program in the 
state, to more closely monitor the management and administration of FLSNC untU 
its funding is terminated. 
December 1998 

KENNETH BOEHM, Esquire, Chairman, 
National Legal and Policy Center, 
McLean, VA. 

VIRGINIA L. THOMAS, Esquire, 
Senior Fellow in Government Studies, 
The Heritage Foundation 
Washington, DC. 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

Washington, DC, October 20, 1999. 

DEAR MR. BOEHM AND MS. THOMAS: Let me begin by thanking you for your par- 
ticipation at last month's oversight hearing on the Legal Services Corporation. Your 
testimony and written submissions were comprehensive as well as insightful. 

As a follow-up to that hearing. Banking Member Jerrold Nadler requested LSC 
President John McKay to respond to certain statements that you purportedly made 
during the course of that hearing. By letter dated October 6, 1999, Mr. McKay sup- 
plied each Member of my Subcommittee with his response. To complete the record, 
however, I believe it would be usefiil for you to reply to Mr. McKay's response. Your 
replv will ensure that the record ftilly addresses the issues. 

I look forward to your reply. 
Very truly yours. 

GEORGE W. GEKAS, Chairman, 
Subcommittee on Commercial and Administrative Law. 

NATIONAL LEGAL AND POLICY CENTER, 

Ren. GEORGE W. GEKAS, Chairman, '''^°"' ^^ "^^^ ^' '^**- 
ct^ZZTn Z ?J5^^Z^ '"^ Administrative Law, 
House of Representatives. Washington, DC 

me t^t RSTMS jl!^ CH/'^'K^T" '^***'- "[ October 20, 1999 informing 

ments of the original ^^l^Zr^'d^gl-^^^^^^^;^^^^ «^^ 

?h^ «P^ ''''*'^" ^h" '^^^••-"P was exposed bvrf' «bout the statistical problem by the seriousness of the faUifioH ,.„o  ? : ,  "^ <^ongre8s and the Assoriat^r Pr.o<.o -„ j 
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LSC Response: At the time it released the Factbook in June, 1998. summarizinf 
the 1997 CSR data along with other information gathered from grantees, LSC had 
only the preliminary feedback from the Inspector General on the site visit in North- 
em Virginia, information irom two complaints investigations, and some anecdotal 
information concerning problems in a limited number of other grantees. None of this 
information suggested a nationwide problem in case reporting errors or provided 
any basis on which to extrapolate the findings to the case data compiled nationallv. 
Indeed, at no time during 1998 did the Corporation have sufiBciently quantifiable 
data to consider amending the national case statistics compiled in the Factbook. In 
particular, during the summer months when the House Subcommittee and Commit- 
tee were marking up the Corporation's FY 99 appropriation, the Factbook contained 
the best and most current information available to the Corporation and the pubhc 
as to the level of activity as reported by its grantees. Moreover, it was not evident 
at the time what effect, if any, the CSR data nad on the deliberations on the appro- 
priations levels for the Corporation and its grantees. As more information surfaced, 
LSC has responded appropriately and is working to correct this problem. 

Boehm's Response: The allegation that LSC failed to inform Congress about the 
serious and widespread case problem even after the October 28 vote is in no way 
rebutted by LSC's response. The record shows that LSC first admitted the case 
problem only after being confronted by Rep. Tom Latham at the March 3, 1999 LSC 
appropriations hearing. LSC's deUberate withholding of information firom Congress 
on the false case totals is underscored by the fact that nothing in the statement sub- 
mitted by the LSC President, Chairman, and Vice Chairman to the appropriations 
subcommittee for the March 1999 hearing even hints at any type of case reporting 
problem. 

LSC's response disingenuously focuses on what LSC knew in June 1998 right 
after the Factbook was released, yet the allegation deals only with LSC's actions 
after the October 1998 vote. The LSC statement "Indeed, at no time during 1998 
did the Corporation have sufficiently quantifiable data to consider amending the na- 
tional case statistics compiled in the Factbook" is flatly contradicted by the facts un- 
covered by the House Appropriations Subcommittee and the Associated Press: 

• On August 3, 1998, Florida Rural Legal Services admitted to LSC that it only 
had 5,522 open cases in 1997, not the 44,993 it had claimed. The 39,471 
phantom cases never existed, yet were part of the totals given to Congress. 
LSC has failed to explain what is not quantifiable about these 39,471 bogus 
cases. 

• In December 1998, San Francisco Legal Aid Foundation admitted to LSC that 
it only had 3,639 closed cases in 1997, not the 15,995 it had claimed. In other 
words, an incredible 77% of this program's cases—12,356 in all—were phony 
and should never have been claimed. Again, LSC failed to explain what is not 
quantifiable about these 12,356 bogus cases. 

By the end of 1998, LSC knew that every program audited had serious case re- 
porting problems. 

By the end of 1998, LSC knew that in just the two programs cited above, 51,847 
bc^us cases had been improperly claimed. 

By the day of the final vote on LSC funding, October 21, 1998, LSC knew beyond 
all doubt that the case numbers on which Congress was relying on were false amd 
significantly inflated. LSC officials made a deliberate decision not to inform Con- 
gress that the case totals were false. 

Perhaps the most disingenuous part of LSC's response is the statement, "More- 
over, it was not evident at the time, what effect, if any, the CSR data had on the 
deUberations on the appropriations levels for the Corporation amd its grantees." Per- 
haps the best way to rebut this statement is to quote LSC President John McKay 
as to the role of case statistics in the appropriations process: 

X^ase statistics play an essential role in the budget request and performance 
§lan submitted by LSC to the United States Congress each year."—LSC Presi- 
ent John McKay, December 1998 

Ironically, McKay's statement about how essential case statistics were to LSC's 
fimding was made in December 1998 at a time when McKay knew the case totals 
were false and inflated and yet Congress had still not been informed of the false 
totals. 

Lest there be any doubt as to the importance of the case statistics to the Congres- 
sional funding process. Rep. Hal Rogers, Chairman of the House Appropriations 
Subcommittee on Commerce, Justice, and State, the Judiciary and Related Agencies, 
had this to say on March 3, 1999 at the hearing where Rep. Latham exposed the 
false case cover-up: 
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"^e do make our judgments based on the volume of the load that is represented 
to us." 

As for LSC's response that it has "responded appropriately" to the problem, it's 
clear from their answers that they refuse to acknowledge that they had any duty 
whatsoever to inform Congress that the case totals Congress was relying upon were 
false once LSC knew that to be the case. That is tantamount to saying that with- 
holding critical information from Congress is perfectly acceptable behavior. And LSC 
wonders why so many in Congress have concluded it's an unaccountable program. 

LSC's flagrant dishonesty in its dealings with Congress on this issue makes a 
compelling case for the reauthorization legislation proposed by Chairman George 
Gekas which would have eliminated LSC and block-granted funds for legal services 
to the states. 

2) Allegation: "LSC has reoeatedly claimed that neither the IG audits nor the 
GAO investigation found fraud." Mr. Boehm, on the other hand, has repeatedly stat- 
ed that there was fraud. 

LSC Response: In no instance has the Corporation, its Inspector General, or the 
GAO identified any fraud or intentional misrepresentation of the data by any of its 
grantees. Nor have any of the numerous on-site reviews indicated that tax dollars 
were being grossly misspent or wasted by the grantees. Both the GAO and the IG 
testified orally to this at the hearing. Eventual^, Mr. Boehm also admitted "maybe 
it's not fraud.' 

Boehm's Response: The inquiries by the House Appropriations Subcommittee, the 
Inspector General's Office and the GAO have turned up mountains of evidence that 
legal services program lawyers were inflating case totals. The fact that LSC has 
turned a blind eye to this evidence is consistent with LSC's pattern of behavior in 
covering up problems in the legal services program. 

Examples of questionable actions indicating that legal services lawyers delib- 
erately padded their case counts are found throughout the record: 

• In May 1999, John T. Hand, a lawyer who worked for more than 20 years 
for Westchester/Putnam Legal Services, wrote a letter to the editor of Inves- 
tor's Business Daily stating that he quit, in part, because the legal services 
program "wets counting every telephone call as a 'case' in order to build up 
numbers to report to l£C and other funding sources." 

• The audit of the San Diego program found that 14,000 phone calls by non- 
lawyers were falsely reported as "legal cases." A phone call by a non-lawyer 
who does not check the eligibility of the caller is not now nor has it ever been 
a "legal case." The LSC Act and federal appropriations law mandate that 
legal services are only available for eligible clients. The fact that the 14,000 
callers were turned away by non-lawyers who didn't even bother to check eli- 
gibility is about as clear an example as possible that legal services programs 
were deliberately padding their case numbers to impress LSC, Congress and 
their other fiuders. 

• The program in Miami overstated the reported number of 21,487 closed cases 
by a whopping 80%. One of the major reasons was that the program failed 
to document eligibility, as required by the LSC Act, federal appropriations 
law and LSC regulations. That a program run by lawyers fails to follow the 
most basic legal requirements for rendering services would seem to indicate 
that either the lawyers are grossly incompetent or they are trying to inflate 
their case totals. 

The LSC response that they found no "intentional misrepresentation of the data" 
may be a result of their apparent policy to ignore evidence even when it was offered 
on a silver platter in front of them. A telling example is the Florida Rural L^al 
Services case where a telephone call fixjm a member of the Inspector General's office 
resulted in the program admitting that only 12% of its open cases were genuine 
(5,522 of 44,993). "rtie reason for the astounding discrepancy was a claimed "com- 
puter error." 

When only 12% of a m^or program's open cases are genuine, you would think 
that either LSC or its Inspector General would audit or at least investigate the pro- 
gram. Despite repeated requests by a member of the LSC Inspector General's office 
to the IG to look into the program, the IG refused. LSC had more than ample au- 
thority to investigate why only 12% of the program's open cases were genuine yet 
chose not to investigate. The morale of the story is that it's difficult to find fraud 
when you're absolutely determined not to look for it. 

Aside from the voluminous evidence that programs knowingly inflated their case 
coimts through double-counting cases, falsely counting phone calls as cases, etc., 
there is ample evidence that both the LSC President and Inspector G«neral delib- 
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3) Allegation: "While it is true that programs receive ISC funds based on the pov- 
erty population of the area they serve and not the number of cases they handle, 
there are numerous motives for legal services programs to inflate their case num- 
bers." 

LSC Response: In its pubhc reporting of activities, which includes the CSR data 
reported by its grantees, the Corporation did not intentionally deceive or mislead 
the Congress in order to secure for itself and its grantees increased funding, nor did 
it at any time attempt to hide from the pubhc or Congress the problems wnich were 
emerging in the CSR system and its efforts to correct these deficiencies. 

Funds are allocated to grantees in each service area according to a Congression- 
ally mandated formula based on poverty statistics in the census. Grantees must par- 
tiapate in a system of competition for these grants as required by law. There is no 
direct correlation between CSR data and money a grantee receives. To date, Mr. 
Boehm has failed to provide any evidence to support his charges. 

Boehm's Response: LSC's statement that "nor did it [LSC] at any time attempt 
to hide from tne public or Congress the problems which were emer^ng" is patently 
false. At the risk of stating the obvious, neither the Cong-ess nor the public waa 
informed of the serious case reporting problems until Rep. Tom Latham exposed the 
problem at the March 1999 LSC appropriations hearing. The fact that the written 
statements of the LSC officials at mat hearing contained no mention of the case 
problems whatsoever underscores the point that LSC had no intention of informing 
Congress or the public about the problem. 

Having attended the March 1999 appropriations hearing on LSC, I can say that 
it was clear to everyone in the room that LSC had been caught coveriM up very 
embarrassing false case figures. The comments of some of the Members ofCongress 
at the hearing reflect this observation: 

"Why weren't we informed? I would really like to know." 
Rep. Tom Lathtun 
Addressing LSC officials at Mar. 3, 1999 hearing 

"I think it needs not to be said but 111 say it anyway. We want accurate infor- 
mation. And we want you to report to us any possible discrepancies that there 
are. Rest assured that we will find it out one way or another. 

Chairman Hal Rogers 
Addressing LSC omcials at Mar. 3, 1999 hearing 

As for the evidence that programs are motivated to inflate case figures to increase 
their funding, my testimony at the September 29, 1999 hearing set forth many ex- 
amples: 

• Case totals are used by programs in their grant apphcations to receive funds 
from state, local and federal programs as well as from private sources. 

• Case totals are a factor in the competition for LSC grants which Congress 
mandated in 1996. 

• Exaggerating or falsifying case totals helps LSC lobby Congress for a greater 
overall budget, which directly increases LSC fiinds to each program. 

I did not fail to mention examples of how false case totals helped legal services 
programs financially. LSC just failed to refute any of the examples given. 

4) Allegation: "Tiiose officials who knowingly misled Congress and the public 
should be removed." 

LSC Response: The Corporation has no reason to beheve that any grantee or any 
employee of LSC deliberately withheld information from Congress. As stated before, 
the GAO and the Inspector General found no evidence of fraud or abuse. 

The Corporation will aggressively pursue corrective action plans and ensure that 
actions are promptly taken to address problems grantees are experiencing. The Cor- 
poration will seek to find more opportunities and innovative methods of ensuring 
that its guidance is adequately communicated to the necessary personnel at eaoQ 
of its grantees. 

Boehm's Response: LSC is now claiming that it will "aggressively pursue correc- 
tive action plans." At the time the GAO reported that five of the largest legal serv- 
ices programs had overstated the cases they handled by one-third, LSC publicly 
claimed that the problem had already been corrected. Indeed, the Associated Press 
reported: 

"Agency officials said the problems were caused by bookkeeping errors that 
have been corrected and that the agency did not intentionaOy mislead Con- 
gress." 

"Legal Services Programs Overreported Cases, Says GAO" 
77ie Legal Intelligencer, June 28, 1999 
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Unfortunately for LSC's claim that they had corrected the problem, the second 
phase of the GAO investigation found that LSC had not corrected the problem. In 
the GAO Report Legal Services Corporation: More Needs to be Done to Correct Serv- 
ice Reporting Problems, released on September 20, 1999, the GAO concluded that, 
'we do not believe that LSC's efforts to date have been sufficient to fully resolve the 
case reporting problems that occurred in 1997." (emphasis added) 

The details of the GAO rejport describe a program that can't even accurately count 
the number of cases it handles: 

• Approximately 30 of the 50 largest legal services grantees could not even cer- 
tiiy that their 1998 case figures were substantially correct. 

• The USC-initiated "self-inspection" which resulted in about 30 of the 50 Itirg- 
est programs being unable to certify the 1998 case figures as substantial^ 
correct did not even attempt to identify duplicate cases despite the fact that 
dupUcate cases were a msgor problem area in both the LSC IG audits and 
the earUer GAO investigation. 

• GAO reported: "LSC officials told us that they were surprised that such a 
large number of grantees were able to certify their 1998 data." These must 
not have been the same LSC officials who told the Associated Press that the 
problems had been solved. 

• Tlie GAO found that programs which had error rates in excess of 5% were 
still claimed by LSC as having certified to be substantially correct (less than 
5% error rate). GAO even found a program which had an executive director 
who did not certify her case totals to be substantially correct. LSC neverthe- 
less counted the program as being certified by that executive director as being 
correct. 

• Further clouding any credibility for the LSC's "self-inspection" was the GAO 
finding that "LSC had done no verification of the grantees' self-inspection pro- 
cedures." 

In short, the GAO Report found that not only were there problems with the 1997 
case figures but there were significant problems with the 1998 figures as well. LSC's 
pubUc relations claims that the problems are minimal and that the problems have 
Been solved have both been categorically refilled by the GAO findings. 

At this time LSC doesn't have any credible figure for the number of cases handled 
by legal services programs in either 1998 or 1997. 

LSC claims that it has "no reason to beUeve that any grantee or any employee 
of L^C deliberately withheld information fit>m Congress. Smce it's abundantly clear 
that a great deal of information was withheld fi-om Congress, any claim that infor- 
mation wasn't deliberately withheld borders on the outlandish. Much like the case 
figures themselves. Much like the LSC President's inititd claim to the Associated 
Press that the numbers were "slightly off." Much like LSC's claim that the problem 
was already solved. 

To put it mildly, this entire case has shown Congress and the pubUc that LSC 
cannot be trusted to disclose serious problems. 

Even more telling is the fact that once Congress, the media and the General Ac- 
counting Office exposed the seriously false case claims, LSC failed to take appro- 
priate steps to solve the problem. 

As to tne question of whether the LSC President and Inspector General should 
be removed, it can be argued that nothing better illustrates the failure of LSC to 
reform itself than maintaining in office two top officials who covered up the case 
reporting scandal from (Congress. The debate in Congress about the legal services 
program over the last several years has centered on whether the program has been 
able to reform itself. LSC proponents have argued that the 1996 restrictions have 
substantially eliminated abuses while critics have pointed to a steady stream of new 
abuses to claim that LSC is incapable of reform. 

As long as the LSC President and Inspector (general remain in office, critics will 
be able to point out that both knew well before the October 21, 1998 Congressional 
vote on LSC funding that: 

• Congress was relying on false and highly inflated case figures 
• LSC and its Inspector General had found a clear pattern of case inflation at 

every program examined 
• one mtgor program alone had more than 39,000 totally fictitious cases 
• the Semiannual Report to Congress filed by both the LSC IG and LSC for the 

six-month period ending September 30, 1998 falsely answered the question as 
to any "Significant problems, abuses or deficiencies" with the answer "None" 
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Moreover, both the LSC President and the LSC IG have painted themselves into 
comers with their own 1998 statements. 

LSC President McKay's December 1998 comment underscored the fact that he 
knew very clearly the relationship between case numbers and increased funding: 

"Case statistics play an essential role in the budget process andperformance 
plan submitted by LSC to the United States Congress each year. Therefore, the 
reliability of case statistics submitted by programs to LSC is vital to obtaining 
continued Federal funding for legal services." (emphasis added) 

And the LSC IG's September 23, 1998 e-mail to selected members of his staff C^e 
numbers provided to Congress were inacctirate") leave no doubt as to what he knew 
and when he knew it. 

Beyond a doubt, both the LSC President and IG knew the case numbers were ab- 
solutely essential to obtaining increased LSC funding. They both knew they were 
false. They both had a duty to inform Congress of the problem. And they both de- 
cided not to inform Congress. 

By any ethical or professional standard, both individuals should have resigned 
months ago. No usefiu purpose is served by them staying in office except one: they 
both are uving symbols of^ how unaccountable the legal services pn^ram has b<^ 
come. 

5) Allegation: Mr. Boehm's statement points out that case statistics are an impor- 
tant peiiormance indicator in trying to determine how much fimding LSC should 
receive. Mr. Boehm argues against any funding increases based on ue CSR prob- 
lems. 

LSC Response: The need for legal services is overwhelming. Almost one in five 
Americans is potentially ehgible for LSC-funded services. Because of limited re- 
sources, local legal services programs are fon»d to ttim away tens of thousands at 
people with critical legal needs. During the last fifteen years, several state legal 
needs studies have shown that nearly half of all people are turned away who apply 
for assistance because of lack of program resources. These studies provide the ra- 
tionale for increasing LSC funding, not the opposite. 

Moreover, it does not make sense to reduce funding now because it is determined 
there were fewer cases closed. The data provided in budget submissions and otho- 
documents is to demonstrate past performance based on available funding. LSC dis- 
tributes its grants based on a con^ssionally mandated formula d^ermined by pov- 
erty population according to the census, not based on the number of cases closed. 
Grantees also perform other important functions that LSC has not adequately meas- 
ured in the past, including referrals and outreach in the community. The Corpora- 
tion is working hard to develop a system to more accurately reflect these activities. 

Boehm's Response: LSC cant have it both ways. During appropriations hearings 
in recent years, LSC officials have routinely argued that oecause they do so many 
cases, they should be funded at a higher level to do even more cases. They have 
even gone so far as to ask for specific increases in order to be able to do specific 
additional numbers of cases. When the claimed cases are exposed as fictitious, LSC 
essentially argues that it doesn't reaUy matter how many cases the^ve done. 

Virtually every other government program is expected to demonstrate some link- 
age between services rendered and tax mnding received. LSC's argument that Con- 
gress ignore the "Incredible Shrinking Legal Services Caseload" is an argument that 
Congress provide a blank check and not consider exactly what it is or isn't getting 
for its money. 

LSC's response also failed to note that "legal needs studies" being cited are uni- 
formly self-serving studies conducted by allies of the legal services program to jus- 
tify increased appropriations. All too often, the studies exaggerate any consumer 
problem, landlord problem or dispute with a neighbor into a "legal need." 

Additionally, the LSC response failed to note that only a tiny percentage of civil 
legal needs of the poor are met by LSC-funded programs. That was true even before 
the GAO investigation confirmed the massive and systemic presence of fictitious 
cases in the claimed caseload. 

6) Allegation: Mr. Boehm claimed that "most" groups providing legal services are 
not funded by LSC, specifically citing only pro bono efforts. 

LSC Response: Volunteerism is Eilive ana well in the area of legal aid to the poor. 
The private bar and LSC programs are working together effectively to serve low in- 
come Americans. LSC grantees are required to devote an amount equal to one- 
eighth of their LSC grants for private attorney involvement. 

Since the early 1980's, the number of pro bono attorneys has increased steadily. 
There are currentiy about 45,000 lawyers providing representation through formal 
pro bono programs. Some lawyers are involved on an informal basis. Using conserv- 
ative per nour costs of $100 per hour and an estimated 10 hours per attorney, this 



m 
represents a total contribution of $45 million by the legal profession in assistance 
to the poor. No other profession comes close to contributing such a large volume of 
firee services. But it is not enough. 

John Pickering, of Wilmer, Cutler and Pickering, testified at the hearing that pro 
bono activities do not fiU the need. The private bar itself acknowledges it cannot 
take on the work of LSC. Studies show that no more than 20 percent of our poverty 
population's legal needs are being met. The need for legal services by low-income 
Americans greatly exceeds the combined capacity of LSC, other funding sources, and 
the private bar. LSC, especially with the cutbacks it has received in recent years, 
and the pro bono attorneys, who work together in many instances, are overwhelmed 
by the amount of legal needs they face. Together, LSC and pro bono attorneys can 
work toward building a more effective public-private partnership that will address 
some of those unmet need, and it is the goal of LSC to continue this effort. 

Boehm's Response: LSC did not dispute my point that most groups providing legal 
services to the poor are not funded by LSC. The reason they did not dispute it is 
because they know it's true. 

LSC's contention that some 45,000 lawyers are providing approximately 450,000 
hours of pro bono service valued at $45 million through panels is highly misleading. 

According to Pro Bono News (New York State Bar Association, Summer, 1999, 
Volume 9, Number 2, pages 1 & 4), a recent survey estimated that New York attor- 
neys provided more than 2,000,000 hours of pro bono service in 1997. Using LSC's 
own conservative estimate veduing such service at $100 per hour, New York alone 
provides more than $200 million in free legal assistance to the poor. 

It goes without saying that LSC's response arguing that there's just $45 million 
in pro bono assistance to the poor nationally is inconsistent with the fact that one 
state alone was producing over $200 million in free legal assistance to the poor. 

According to a 1996 study by a former LSC Inspector General, David Wilkinson: 
• private lawyers perform an estimated 24,000,000 hours of pro bono work an- 

nually valued at approximately $3.3 billion—many times the amount provided 
by LSC-funded programs 

• more than 1,350 providers of legal services to the poor receive no LSC fimds 
and have budgets which total over $200 million 

• between 400,000 and 600,000 lawyers provide pro bono legal assistance 
Source: "Legal Services for the Poor: Is Federal Support Necessary?" 
Alternatives in Philanthropy, Capital Research Center, Washington, 
D.C. November 1996 

LSCs own records indicate that 13 of the 15 programs it funds in New York re- 
ceive more funding from non-LSC sources than LSC. And programs receiving no 
LSC fiinds easily outnumber those receiving such funds. 

Moreover, the GAO investigation (Legal Services Corporation: Substantial Prob- 
lems in 1997 Case Reporting By Five Grantees) found questionable, invalid or non- 
existent cases at the LSC-fanded program in New York City ranging from 36 per 
cent to 48 per cent, making it one of the worst programs in the coimtty with respect 
to phantom cases. 

By any objective yardstick, either qualitative or quantitative, the provision of 
legtd services to the poor is better from non-LSC sources than LSC sources. 

Perhaps the most positive result of this past years's investigation of the legal 
services program's dysfunctional case counting methods by Congress, the media and 
the GAO is that future claims by LSC will be examined closer. 

A review of every appropriations hearing on LSC in the House of Representatives 
in the last five years shows two interesting facts: 

• in each one LSC has used the number of cases handled by their programs 
as a key argument for more funding, and 

• LSC has never mentioned that pro bono legal assistance delivers far more 
help to the poor than anything provided by LSC-funded programs 

The public and Congress are entitled to know the truth about what tax funds to 
LSC have purchased. 

LSC did not provide the truth to Congress last year while LSC funding was being 
voted. 

LSC did not provide the truth once Congress and the Associated Press exposed 
the false case claims. LSC's claim that the numbers were "slightly ofT was shown 
to be less than truthful by the GAO investigation that the problem was significant 
and widespread. 
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LSC did not provide the truth when it claimed "^he problems were caused by 
bookkeeping errors that have been corrected." The second GAO report determined 
that, in fact, LSC had not been sufficient to solve the problems. 

Again, I appreciate this opportunitv to comment in order to complete the record. 
Your leadership in providing oversight for this controversial pn^am is especially 
appreciated. Had Congress followed your lead by eUminating LSC and block grant- 
ing legal services funds to the states, the pubUc would have been spared the spec- 
tacle of the falsified case counts. Please don't hesitate to call on me if I can be of 
assistance to your efforts. 

Sincerely, 
KENNETH F. BOEHM, Chairman. 

THE HERITAGE FOUNDATION, 
Washington, DC, January 12, 2000. 

Representative GEORGE GEKAS, Chairman, 
Suocommittee on Commercial and Administrative Law, 
Committee on the Judiciary, 
House of Representatives, Wasfiington, DC. 

DEAR CHAIRMAN GEKAS: Thank you for your continued efforts to bring account- 
ability to the expenditure of taxpayer dollars by the Legal Services Corporaticxi 
(LSC). I also appreciate the opportunity you have afforded me to respond to the ex- 
change of letters between Ranking Member Jerrold Nadler and LSC President John 
McKay r^arding mv testimony before your subcommittee in September of last year. 
I found IVb". McKays comments to be of Uttle assistance to the conunittee's enbrts 
to find out how many people were served with federal dollars and why there was 
such gross over-reporting. Instead his answers to questions posed by your ranking 
Member obfuscate and divert attention from the central matter under consideration 
at your hearing—^the unprecedented collapse of reported cases served by federal 
fiinds through uie Legal Services Corporation. 

Here are my responses to six points that seemed to challenge my testimony: 
1. Allegation: Ms. Thomas claimed that the 1999 LSC factbook was "due" to Con- 

gress in nlay, tmd is now four months late. 
LSC Response: The LSC factbook is never "due" to Congress because it is a docu- 

ment that IS produced voluntarily by the ISC. In fact, from 1992-1996, LSC did not 
groduce a factbook at all because it felt the information contained in its annual 
ludget Request and Annual Report was sufficient to communicate information on 

program ac^vities to Congress. The factbook was resumed in 1998 (containing 1997 
data) by staff initiative. 

Thomas' Response: Althou^ I agree that the ISC Factbook is indeed submitted 
voluntarily, the LSC has yet to provide its 1998 data to Congress, the press, 
and the American pubUc. This data, in comparison to the 19^ submission, is 
indeed overdue and has forced Congress, in the wake of a collapse of ISC's 1997 
performance data, to make appropriations for the LSC without sufficient knowl- 
edge of LSC's operations and performance. LSCs failure to produce this impor- 
tant information indicates potential problems with 1998 figures. Further, this 
stonewalling makes an excellent case for Congress considering mandating an- 
nual factbooks, with certified data from each grtmtee as to how they spent fed- 
eral funds in accordance with statutory requirements. 

2. Allegation: Ms. Thomas also claimed that LSC dramatically reduced its esti- 
mate on clients served from 1.9 miUion to 1.1 million, and she used this reduction 
to cast suspicion on LSC's general credibility to provide information to (Congress. 

LSC Response: Ms. Thomas confused the fact that LSC's initial estimate of 1.9 
miUion combined the total of cases closed in 1997 with the total of cases still open 
at the end of the year. LSC's figure of 1.1 million for 1998 only included closed 
cases, and was reduced from an original estimate of 1.3 milUon closed cases after 
LSC required its grantees to complete a self-inspection of their 1998 data. 

Thomas' Response: Mr. McKay alleges that I misunderstood tJiat the 1.9 million 
figure combined the total cases closed in 1997 with the total cases still open at 
the end of the year. In fact, LSC was the one to combine or double count cases 
open in 1996 in the 1996 Fact Book and closed in the 1997 Fact Book to inform 
tne Congress, press and public that they served 1.9 miUion cUents. To suddenly 
find such combinations misleading is an admission to a longstanding policy that 
LSC embraced apparentlv until recently. In 1997, LSC reported to Congress 
that it had closed 1.4 million cases in 1997 and had 471,000 cases remaining 
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open at the end of the year. Tliis is the information that LSC used to lobby Con- 
gress for increased funding in FY 1999 and FY 2000. 

Congress even relied on this data when it decided to increase funding for the 
LSC by $17 million dollars. In the hearing you held in September of 1999. LSC 
appeared to admit thai the number of dosed cases appear to number approxi- 
mately 1.1 million—a figure 360,000 fewer than previously reported to Congrest. 
This figure is the lowest annual caseload number presented to the Congress in 
the history of the program. As far as I know. Congress still has not seen the spe- 
cific grantee-by-grantee reporting of cases for 1998. 

Upon further examination, LSC's 1997 figures fall apart. Niunerous audits 
and examinations have come up with evidence that shows these are inflated 
numbers, thus forcing LSC to admit to a much lower caseload in both 1997 and 
1998. Even the most recent audits show evidence of ongoing case reporting 
problems. New audits released in June of 1999 and later include the following 
statistics: 
• In a 1997 audit of the Gulf Coast Legal Foundation in Houston, TX, the LSC 

Inspector General found that "677 cases that were several years old were re- 
ported dosed in 1997 when services had been finished prior to 1997" aind that 
another "1,338 cases should not have been reported due to lack of documenta- 
tion, no legal services were provided, were auphcates of previously reported 
cases, or clients' income exceeded LSC guideUnes." 

• The Inspector General's final audit reports on 1998 case statistical data for 
four grantees from New York, Pennsylvania, Maryland, and Missouri found 
that "grantees overstated closed cases by almost 13,000, and that closed case 
error rates ranged from 24 to 43 percent." 

• The Inspector General's December 1999 review of case statistical reports for 
Legal Services of North Texas found that the number of cases closed was 
overstated by 3,964 cases, while open cases were overstated by 206 cases. 
This mis-reporting was attributea to telephone hothne "cases" in which 
names were not obtained and recorded in case files, counting cases in whidi 
appUcants were denied service, or were ineligible for service because their in- 
come exceeded LSC guidelines, counting cases as closed although legal activ- 
ity had ceased much earher, and reporting cases more than once. 

• In June of 1999, the General Accounting Office found similar reporting errors 
to those the IG had found. An audit of 5 of LSCs largest grantees, Baltimore, 
Chicago, Los Angeles, New York City, and Puerto Rico, found that 1/3 of the 
1997 cases were questionable. 
Through independent accounting, we now know those LSC grantees: 

• Did not fiiUy determine eligibiUty; 
• Counted single cases more than once; 
• Counted non-LSC fiinded cases in annual reports; 
• Allowed excessive inventories of open cases to buildup and report these open 

cases to LSC over and over again in annual reports; and 
• Reported cases to LSC that never existed. 

The fact of the matter is that across the country grantees are inflating case- 
loads with the knowledge that increased caseloads means increased funding. 
LSC needs to be held accountable for these errors. Instead, grantees are wast- 
ing resources as Washington bureaucrats try to describe these serious discrep- 
ancies as isolated incidents that do not affect the overall work of the LSC. 

Additionally, I would also point out that if there were no real discrepancies 
in the caseload data, the LSC would not have had to issue a press release ex- 
plaining the incorrect reporting based on, among other things "weaknesses in 
grantee management controls." (LSC press release "Statement of Case Report- 
ing System" April 8, 1999) 

3. Allegation: Ms. Thomas' Backgrounder that she submits as her written testi- 
mony, entitled "Time for Congress to Hold the Legal Services Corporation Account- 
able," uses incomplete information and misuses quotes by LSC ofricials to back up 
an argument that is fiindamentally flawed. This article uses the following quote 
from an LSC "Message from the ft-esident" to claim that case statistics are used 
by Congress to determine LSC's appropriation, and that LSC officials were aware 
of this fact and were therefore attempting to hide CSR problems from Congress: 
"Case statistics play an essential role in budget requests and the performance plan 
submitted by the Legal Services Corporation to Congress each year. Therefore, the 
reliability of case statistics submitted by programs to LSC is vital to obtaining con- 



130 

tinued Federal funding for Legal Services . . . This type of information holds great 
promise for securing increased Federal funding. 

LSC Response: Unfortunately, several sentences from the actual quote are omitted 
in Ms. Thomas' testimony, changing both the nature and the meaning of the state- 
ment. It was actually meant to emphasize the actions LSC was taking to ensure it 
received accurate data from its grantees and to explain that it recognized counting 
cases did not fully capture the scope of activities conducted by its grantees. The doc- 
ument from whicn this quote was taken is attached for the record once again. 

Thomas' Response: I beUeve my paper speaks for itself, and does not, in any 
way take Mr. McKay's quote out of context. The December 1998 document from 
the LSC webpage entitled "A Message from the President" speaks for itself. I 
also submit the fiiU document for you to come to your own judgment as to ita 
meaning. 

Looking at what LSC officials knew during the stages of the appropriations 
process makes these Quotes even more relevant. In July of 1998 the LSC was 
informed by the IG of over-reporting problems in the 1998 factbook that was 
submitted to Congress. In October of 1998, Congress voted to increase funding 
for LSC to $300 million without knowledge of these case-reporting problems, 
which only came to light in March and April of 1999, causing LSC to publicly 
reevaluate its data. This "Message from the President" of the LSC indicates the 
proper understanding of the role of caseload statistics in the appropriations 
process. Coupled with the knowledge that LSC knew it had case reporting prob- 
lems and did not reveal them to Congress, these (quotes speak for themselves 
and are not taken out of context at all. Any other interpretation of this public 
memo distorted the truth. 

4. Allegation: Ms. Thomas EJSO makes the argument that federal funding may not 
most effectively serve the legal needs of the poor. She states: "The responsibility for 
providing legal services to the poor belongs more appropriately to state and local 
officials and to private-sector institutions—those closest to the people in need of as- 
sistance." 

LSC Response: LSC receives a yearly appropriation from Congress to administer 
grants to local programs so they can provide legal services; currently LSC gives 
grants to 257 programs that serve every state and county in the nation. These pro- 
grams are independent, non-profit corporations that are governed by Boards of^ Di- 
rectors representative of the local community, appointed by local bar associations 
and partly consisting of client representatives appiointed by client groups. The role 
of LSC is, however, an essential component of the national legal services program. 
Other sources of funding are simply not available in some parts of the country; in 
these areas legal services for the poor would be effectively terminated if LSC was 
completely or even partially defunded. In other areas, the base funding provided by 
LSC; is what helps a program leverage funding from other sources ana is the infira- 
structure that holds the entire system together. 

Thomas' Response: I would answer that private, pro bono legal efforts are alive 
and well, as around 500,000 lawyers provide this type of assistance across the 
country. In New York alone attorneys provided more than 2,000,000 hours of 
pro bono service. If one estimates the vsdue of that service at $100 per hour, 
that's $200 million dollars in legal assistance to the poor. Law firms across the 
country are engaged in pro bono work while church and community groups co- 
ordinate efforts of their own. With the LSC unable to keep track of the use of 
its fiinding across the country, the case for state, local, ana private administra- 
tion of legal services grows stronger. LSC claims they are coordinating local ef- 
forts across the country, but why not let local officials, who know their commu- 
nities best, coordinate these efforts without the interference of the federal gov- 
ernment. Eliminating LSC administrative funding and transferring the money 
to the states via block grant is much more efficient use of taxpayer dollars and 
will translate into a more localized effort to serve our nation's poor. 

5. Allegation: Ms. Thomas faults LSC for not meeting all the legal needs of the 
poor. Her article states: "No one denies that the less privileged in society benefit 
significantly fi^m free le^al assistance. However, the LSC services only about 5% 
of the eligible poor. The lives of thousands of people have been improved by the ef- 
forts of pro bono attorneys and the ad hoc network of organizations and people, such 
as private foundations, churches, synagogues, that have stepped up to assist the 
poor when they are in need." 

LSC Response: LSC has attempted for years to serve a greater percentage of eligi- 
ble low-income people. However, LSC has never been funded adequately enough to 
meet its original goal of providing two legal services attorneys per 10,000 poor peo- 



131 

pie. For example, in 1998, the federal appropriation per poor person was less than 
$8.00. LSC grantees help coordinate the pro bono efforts to which this article refers. 
Each program is required to dedicate at least 12.5 percent of the funding it receives 
from LSC to Private Attorney Involvement (PAI). As a result there are now 45,000 
lawyers providing representation through LSC-funded pro bono programs. Local 
legal services progrsuns provide the necessary structure and management that 
makes it possible for private attorneys to become involved and contribute free legal 
services. LSC is a model public-private partnership, and works with the private bar 
and other entities to leverage millions of dollars for legal services. Knowing it must 
work with limited federal dollars, LSC welcomes the participation of any groups 
willing to help in its efforts to meet the legal needs of poor Americans. 

Thomas' Response: LSC takes issue with the fact that I fault them for serving 
only 5% of the legal needs of the nation's poor and claims that with increased 
funding they would be able to serve an even greater percentage. They miss my 
point entirely. LSC does not maike good use of the money they are given, as evi- 
denced by their grantee reporting problems, but continues to ask for increases 
in funding. Meanwhile, LSC's costs for serving clients have nearly doubled in 
the past few years. As the federal subsidy increases, the amount of work done 
to help the poor remeiins the same. There must be ways to make better use of 
these taxpayer dollars to serve the legal needs of the poor. 

6. Allegation: Ms. Thomas makes several suggestions on how Congress should re- 
spond to LSC's case reporting problems, one of which is the following: "Congress 
should specify better performance measures that would include credible data on the 
quality, and not simply the quantity of the services the LSC provides to the poor. 

LSC Response: LSC agrees. Many critical legal services that do not meet the defi- 
nition of a "case" are provided to individuals by LSC grantees. Although some cases 
were invalidated because they did not result in "legal assistance," they were none- 
theless were proper and vaUd services, such as distribution of legal educational ma- 
terials, assistance with pro se matters, and referrals to other non-profit agencies. 
In today's world, many legal problems can be solved outside of the courtroom or pre- 
vented in the first place. LSC has begun working on developing a new system that 
will reflect more tjrpes of services that are being delivered by grantees. This new 
system thus will portray more clearly the range of legal services provided to low- 
income Americans. 

Thomas' Response: I am glad that Mr. McKay agrees on the need for Congres- 
sionally specified performance measures for the LSC. Trustworthy data about 
caseloads, clients, rejected clients, and agency operations is critical as Congress 
tries to assess the performance and funding of the LSC. Further, Congress 
should: 
• Require an independent audit of all 1997 and 1998 LSC case statistics. 
• Prevent LSC from administratively changing the definition of "reportable" 

cases. 
• Apply the Federal False Statements Act to the LSC and its grantees to pre- 

vent future misrepresentation of facts during the appropriations process. 
I thank you for the chance to comment on Mr. McKay's rebuttal to my statement. 

If the LSC can provide misleading statements to the Congress to bolster their ability 
to increase taxpayer dollars provided to them and Congress does not alter the way 
they treat this entity, performance-based government will be deemed a sham and 
a fraud, in my opinion. Congress needs to focus on funding and supporting the pro- 
grams that work, not the progrsuns that compete with the private sector, and mis- 
use or mis-report authorized funds. 

Sincerely, 
VmGI^aA L. THOMAS, Senior Fellow, Government Studies. 

Attachment 
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A Massaga from the President 

As the holiday season approaches, we have 
many reasons to celebrate in the world of legal 
services. News of the first significant Increase to 
LSC's appropriation since 1994 allows us to be 
optimistic about the future and to anticipate 
serving even more people In the year ahead. 

In the past Mveral months. 1 h«ve been awiy &om Wirtmgtnn mon Hun t have 
been here, visiting prognmf snd sttoiding events fiom ooaat to ooot, and cnroi fame 
<Mil of the coimHy. llie hidiligbt of this travel, which inriiidiid partic^Mting in tfis 
ABA Annual Meeting in Tomato, speaking to Univesaty of Moatau Law School 
and Creighton Ijnv School students, and meeting withaerenl state officials while 
«it«.wti.»g the 20tfa annivenaiy of Mid-Misaoori Legal Servicei Cotpoatioo, was 
being in Nome, Alaska far the le-opening of the Abafca Legal Services Corpontioo 
(ALSC) ofBce there. The new office should pnnride the iohabitsDM oftina vast sIMe^ 
many of whom an servcral homs from the nearest Legal Servieea attorney, gtcats 
access to legal ssiistanrff I am hopeful that more doon win be opened as we 
cominue to display to Congress that Legal Services pioyiauis are woill^ of higher 
funding levels and are wortcing to support our shared mission of providmg accesa M 
justice ibr sll Americans. 

FY1999 LSC Appnprtaliou 

On October 21, Coogress sppiroved an omnibus T**v*we bill for FY 1999 diat 
inceqionted the wodc of eight different qiending bills, totaling over SS20 biUian. 
Tin bill in:hided $300 million Cor LSC, a S17 mitUoa inaease fiom FY 1998. S2S9 
million win go directly to program services lor ctknls. Though we ramained 
optimistic dtroughout Ifas appiapriatioos process that LSC might get a amaU in 
the final news was a cause fbroeldbtation. More sjunificanllv. it tetiriiatJila flie  
bmartitan backing tliat LSC baa developed, and «i^«l« « rmn^urA rnnKt^r^Hnf 
LSC ia cairying out the will of Connreas end is a vital part of the msliee ivatem. Thg 
iyiease will «llow I^P-fiinitori pn viil allow 1 I to serve a greater j-   - 11 iimiwi programs .. _ 
^lTHTHl^*|pj" _   *? mom i^iiBcnvely m i;wj- and orovideg us with gteato-" 
to work for a higher level of fundmg for progrems in the upcoming yev. 

numbgofpoorand 
9 US wim greater lew 

lOMh Congrcaa 

Ahliough we lost a total of six Republican supporters fiom the House of 
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RcfstKotativei io the 1998 electioni, including two very impottant advocates (Rept. 
Fox-PA Hid White-WA), Republican moderates in the House will contiiiiu to be a 
etucial voting block, and the Republicaos'slim margin (223 to 211) should continue 
to move the mdenhip to find "compnnnise' on a mde range of isnies, nw-livimg 
fimding fct ISC. Fif^-oae Republicaa LSC sqiparten were re-elected. Of the m 
that wul not be retiniiiig to Oxigreas, we an coniideot that their leplacenUDts from 
both partiea will increase our support in the House. The election of Rep. Livingstoa 
ffl-LA) as Speaker of the House will leave open die position of ^ipiopriatiaos 
Connuttee Chainnan. He wiU be replaced by Rep. Young (R-FL). We will, of 
oovse, be wocking to establiih a good relatiooahip with ium and all frednian 
Membcn in the coming year. 

In the Senate, eleven Republicans who sinported LSC in the last vote qiecifie to 
LSC fimding (which ooconed in 1993) remam in the Senate. The ooly Republican 
au|iPortei defeated on >4oveniber 3 waa Sen. lyAmato (R-NY). and be was rqriased 
by Chssiea Schumer, a Democrat widi a histoiy ofsuppoiting LSC in the Hoose, The 
balance betwiwp Repahlirans and Democrats will lenuio the same in the Senate (55- 
45). There are no aignificaot rJtangea eatpected within die Senate conmittees that 
deal with LSC. 

Caas Sarvlee Reporting 

Caae statialica play an esseotial role in the budget request and perfixmaoce plan   >. 
sntaiittad by LSC to the United States Coogreas each year. Therolhre, the reliability  ^Wif 
of case statistirs submitted by pograuia to LSC ia vital to obtaining coBtimed /^ 
Federal fimding ibr Legal Services. The OfiBce of bi^iector G<Detal<s (OIG) audita of 
gtmtee caae service Rsorta (CSR's) raiaed aome pcchminary cooceiiia about the 
cuusisteucy with which csse slatislica have been lepuited. In respouae to these 
coBceros, LSCs OfBce of Program Opcratkna recently isaued a revised CSR 
Haidbook whkfa ramtsinj use^ gninanrw on case •'i'"*'"'g The OIG will conliiiue 
to conduct audita of programs' case service repotta, snd LSC weloomea Qua eJGfort to 
h^ ensure the accnacy of this iafcimitian. 

At d>c sane time, we recognize that countiag caaes teDs juat psrt of the story of 
tm impact that prograou have on die hvca of tow-inoanie peopta. Many |augi«ua 
teve been snrrwsfid in obtsirnng fimding flaxiogh B>e use of infeimKion about the 
OBtcoaaesobtainedfcrttieircliepta.Webehey" 11^«fc'''yp'"^'"<nnT||tMP **—•" 
aa infbnnaliaa on nsnet legal needa. aol^' (f^^ gmnip. tnr .»^inny iiir^ij-ji 
p«.jjpi fi<mjfyig f~ '-n-' —TYinjT "^'~— *" —' ' g^ ~-"' ;-~r-ir -"    v.^ 
[augisuis to seek their input sboat the types of infaimation which will mske the best^ 
caae Sot additional finding for legal aervicaa. ^ 

Vice PrcaMent far rrsgraaM Selected 

I an very pieaaed to innouoee that LSC has choaen KsRB Satjeatf to be onr new 
Vice Pieaident fiir PrograDS. Karen began her Legal Services cseer as a Reginald 
Heber Soidi FeOow m 1975. Most recaitly, ahe has worked at LSC aa the Acting 
Vice Preaidenl fiir Programs afler the departure of John TuU and aa the Managing 
Ptugam Coonael of the Coinpetitiaa/ProeiiB Perfttnance Unit. She haa walked in 
local piugtaiu offices in New Yodc aid Mwylaiid, at a aational eoppoct center in Loa 
An^elea, and at the fixmo Seattle Regional Office of LSC. A member ofboth the 
OIBO and Maryland bsis, Ksrea vraa Die 1995 lecipicnt of the Distinguisfaed Service 
Award froan tie Maryland Legal Scrvicea Cocpofalion. 

rwaatarkar Legal Scrvlcaa a( Nailh Cantaa 
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LJSCiniioancedanSeiitanberZl, 1998, that it woold not allow Finnworiar 
Lqpl Servicea of North Carolina (FLSNC) to be fimded ai of Janiuay 1.1999. This 
dedaon wat made ate a Cofigrenioiial inqoiiy ipariced in LSC invgat^atkai of a 
trip to Mexico by employeea of FLSNC LSC finmd the trip to Meooco waa in 
violation of the LSC Act for npnaeoting ooD-US citizena who wen nenrer in the 
United Statea. LSC impoaed a fine of $17,050 on the pfx>gram - an amaunt e(|ual to 
aU coals aaaodaied witti tfaia trip - and alao iDStrocted Lnal Semces of Noifh 
Carolina, die iimgum that cootracta with FLSNC to nm me micnDl tennrofkar 
uugiaui in the atate, to man ctoaely monitor the managwnent and aditiinialration of 
FL^4C until its fiindiog is tenninated. 

Decamberl99S 

W II HI   iDca 
onsMtap 

PREPARED STATEMENT OF HON. TAMMY BALDWIN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WISCONSIN 

Mr. Chairman, I look forward to hearing from our witnesses today. 
There have been mftny allegations lodged against the Legal Services Corporation 

in recent years—most, I believe, distorted. I hope toda/s hearing will allow this 
subcommittee to shed some hght on what is fact, and what is fallacy. 

I am a strong believer in the LSC. To make democracy work we must provide 
equal access to justice—and that means providing legal assistance to low-income 
citizens. LSC does good work, and deserves more fimding, not less, to expand its 
ability to help indigent persons gain legal counsel and therefore genuine access to 
the legal process. In today's justice system, unfortunately, justice is not always 
blind. Numerous academic studies link case outcomes to the wealth of the litigant. 

The Legal Services Corporation tries to fill a gap between those that have the 
funds for adequate legal counsel, and those who do not. 

LegEd Services does excellent work in my home state of Wisconsin. Working with 
groups such as Legal Action of Wisconsin, many people who would go without legal 
assistance in civil cases have been helped. Allow me to cite just two examples of 
assistance low-income individuals have received in Wisconsin, thanks to help from 
the Legal Service Corporation. 

• A Hmong woman, whose husband had a steady job, suffered complications 
when giving birth which left her unable to walk. The family was terminated 
from Medical Assistance, which is Wisconsin's Medicaid program. Legcd Ac- 
tion came to the rescue, obtaining health care for the family, and finding 
them an IndoChinese Clinic where a doctor spoke their native language. 

It is hopeful that because of that care, the woman may someday be able to walk 
again. 

• A 51-year old woman, raising a 17-year old daughter, contracted Hodgkins 
Disease, and was receiving chemotherapy through Medical Assistance. She 
was terminated from Medical Assistemce during her chemotherapy. An attor- 
ney with Legal Action was able to restore her Medical Assistance, allowing 
her to continue her chemotherapy. 

So you can see from just these two example, Mr. Chairman, that the assistance 
the Legal Services Corporation provides is sometimes more than just legal help- 
it can be a question of life and death. 

Thank you, Mr. Chairman. 
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PREPARED STATEMENT OF EVI REZMOVIC, ASSISTANT DIRECTOR, AND JAN MONTGOM- 
ERY, ASSISTANT GENERAL COUNSEL, UNITED STATES GENERAL ACCOUNTING OFFICE 

Mr. Chairman, with your permission I will provide a brief oral statement and sub- 
mit my full written statement for the record. 

The Legal Services Corporation uses a Case Service Reporting System, referred 
to as "X^SR" to gather quantifiable information from grantees on the services they 
provide that meet LSC's definition of a case. After the end of the calendar year each 
grantee reports the number of open and closed cases to headquarters. The aggregate 
numbers of cases are then used by LSC in its' annual request for federal funding. 

During the past year, both the LSC Office of the Inspector General and we re- 
ported on errors by LSC grantees in both the numbers of cases they reported closed 
during calendar year 1997 and the number of cases reported open at the end of that 
year. In our Jvme, 1999 report we estimated that nearly 75,000 of the approximately 
221,000 cases reported to LSC by 5 of its largest grantees were questionable . In 
light of these findings we were asked to continue our work to answer 2 new ques- 
tions. First, what efforts have LSC and its' grantees made to correct case reporting 
problems and second, to what extent are these efforts likely to resolve the case re- 
porting problems that occurred in 1997. 

Our September 20, 1999 report provides our response to these questions. In rela- 
tion to the first question—^We found that LSC has issued a new, 1999 CSR hand- 
book and other written communication to clarify reporting requiremento to its grant- 
ees. The handbook includes changes to reporting requiremento dealing with timely 
closing of cases, management review of case service reports and for ensuring single 
recording of cases. It also includes requirements to report LSC-eligible cases, regard- 
less of fiinding source, and to report cases involving private attorneys separately. 
The first 2 of these requirements—procedures for timely closing of cases and man- 
agement review of case service reports were to apply grantees' 1998 date as well 
as date in 1999 and following. 

In responding to a GAO phone survey of 79 program executive directors, most 
grantees said that the new guidance helped clarity reporting requiremento, and vir- 
tually all of them indicated that they had or planned to make program changes as 
a result of the requiremento. Many grantees, however, identified areas of case re- 
porting that remained unclear to them. Requiremento concerning asset and citizen- 
ship/alien ehgibility documentetion, single reporting of cases, and who can provide 
legal services were noted as areas of continued uncertainty. 

As an additional effort to improve the accuracy of CSR date, LSC required grant- 
ees to complete a self-inspection of their open and closed caseload date for 1998. 
Each grantee was to select and test random samples of open and closed cases to 
determine whether their already reported 1998 caseload stetistics were correct. 
Among a sizeable list of case file attributes that were to be checked were eligibility 
information on household income, asseto, citizenship attestetion for in-person cases, 
and indication of citizenship/ahen stetus for telepnone-only cases. Grantees could 
certify their date as being substantially correct if errors were found in no more than 
6 percent of cases. A total of 261 grantees, or 76 percent, certified their data. The 
remaining 62 grantees did not. According to LSC, 30 of the 50 largest grantees did 
not certify their 1998 date. On the basis of the self-inspection resulte, LSC esti- 
mated that grantees closed 1.1 milUon cases in 1998. 

Our review raised concerns about LSC's interpretation of the self-inspection re- 
sulte and about the accuracy of the data provided to LSC by grantees. First, because 
LSC did not have a stfmdard protocol for grantees to use to report resulte, grantee 
information was subject to LSC interpretation of data problems. Second, we were 
not sure that LSC had applied a consistent definition of "certification." Third, given 
LSC's instructions to grtmtees on how to conduct the self-inspection, some smaller 
grantees may have selected too few test cases from which to assess the accuracy of 
their date. Finally, LSC did not know how well grantees conducted the self-inspec- 
tions. We spoke with several executive directors who did not correctly follow LSC's 
guidance. Inis may have resulted in some grantees certifying their date when they 
should not have and others not certifying when they should have. 

As a result of these findings, we concluded that LSC's actions, to date, have not 
b^n sufficient to fully resolve the case reporting problems that occurred in 1997. 
We made numerous recommendations—4 directed at clarifying specific reporting re- 
quiremento, 1 concerning disseminating information concerning reporting require- 
mento and 3 intended to enhance the ouahty of future self-inspections. 

'This concludes my oral statement. We would be happy to answer any questions 
you may have. 



136 

*The report referenced in the above statement can be found on the United States 
General Accounting Office website (www.gao.eov). A hard copy of the report may be 
ordered from the GAO (Report number GAO/GGD-99-135R LSC Case Reporting 
Problems). 
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